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PREFACE 


This study originated as a follow up to an earlier study by 
Harold Lubell on the development and employment prospects 
of the Calcutta metropolis. * 'Like the earlier one, this study was 
undertaken within the framework of the research programme on 
urbanisation and employment of the ILO’s World Employment 
Programme. The urbanisation programme was financed in large 
part by a grant to the ILO from the Ministry of Economic Co¬ 
operation of the Federal Republic of Germany. 

Though originally designed as a study of the informal sector 
in the Calcutta metropolis* the analysis was broadened to cover 
a much wider horizon primarily for a better understanding of 
the original subject itself. The study, as now presented, centres 
around the proposition that a basic structural change replacing 
the still contiuning semi-colonial relationship by a symbiotic one 
between the city and the countryside, between industry and 
agriculture is the primary pre-condition for solving the moun¬ 
ting crisis both in the metropolis as well as in the countryside. 
And it also emphasises the corollary that in the absence of such 
a relationship, development of mere physical infrastructure like 
roads, transportation facilities and water supply and even slum 
improvement will not only not solve the main problems of the 
metropolis or of the countryside, it may further aggravate them. 

Those who helped the author most in developing the above 
proposition were the large number of slum dwellers in Calcutta 
city with whom he has been associated since the student days, 
and the poor peasants with whom he has more recently become 
associated, first as member-Secretary of the Jute Inquiry 
Commission and then as a member of the State Planning Board, 
Government of West Bengal, and now as the Executive Vice- 
Chairman of the West Bengal Comprehensive Area Develop¬ 
ment Corporation. 

The author is grateful to the social workers of CUSCON, 
CMPO and CMDA who conducted the field investigation on 

1. Harold Lubell : Urban development and employment : The prospects for 
Calcutta. Foreword by J, Tinbergen (Geneva, ILO, 1974). 
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informal sector units in some selected slum areas in the Calcutta 
metropolis reported on in the study. The expenses of the above 
field investigation were covered by the ILO. 

A number of suggestions were received from Harold Lubell, 
Jean Mouly, Kalmann Schaefer, S .V. Sethuraman and Robert 
Young who participated in a seminar held at the ILO in Geneva 
in July 1974 on an earlier draft of the study. Though the sug¬ 
gestions were extremely useful in revising the earlier draft, the 
full responsibility for the contents of this book rests with the 
author alone. 
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INTRODUCTION 
1.1 Scope oi- the Study 

This Study was originally intended to cover only the pattern of 
functioning of the industrial units in the Calcutta area slums 
with a view to identifying their employment potential as a follow 
up to an earlier ILO World Employment Programme study of 
the urban development and employment problems of Calcutta.^ 
However, in the course of the study itself, it was necessary to 
get involved in an examination of the nature of the informal 
sector, a significant part of which consists of small units in gen¬ 
eral and the industrial units in slums in particular ; of the 
pattern of its linkage with the “formal” i.e. the organised 
sector, the dominant sector, of the Calcutta economy ; of the 
nature of crisis of this organised sector leading to stagnation or 
even decline in employment; of the impact of the latter on 
the informal sector, and then, of the steps to be taken to utilise 
in practice the productive employment potential of the informal 
sector. 

This study, therefore, is concerned with analysing the pattern 
of existence and movement of the over-all framework of the eco¬ 
nomy of metropolitan Calcutta since it is only in relation to the 
latter that the specific role of one of its constituents, viz. the 
slum industries in the Calcutta area, can be properly understood. 
It should, however, be made clear that this short study cannot 
by its very nature go into a detailed investigation of the 
functioning of the whole metropolitan economy. It attempts to 
analyse some broad facts and to develop a hypothesis regarding 
the present over-all structure of the metropolitan economy. This 
hypothesis may be tested, through more elaborate effort, in 
some subsequent studies. 

The central hypothesis of this study is that the informal and 

1. Harold Lubell : Urban deielopment and employment : The prospects for 
Calcutta. Foreword by J. Tinbergen (Geneva ILO, 1974). 
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the formal sectors operate in basically two different markets, 
that it is this that mainly differentiates the informal from the 
formal sector, and that these two sectors are dependent upon 
one another in much the same way that a colonial economy 
and a metropolitan economy are dependent upon each other. 
This means that the underdevelopment and backwardness of the 
informal sector are necessary conditions for the development 
and advancement of the organised, formal sector dominated by 
a few oligopolistic houses. That is why a basic change in the 
condition of the informal sector is dependent upon effecting a 
corresponding basic change in the mode of operation of the for¬ 
mal sector. An elaboration of this basic hypothesis is the main 
content of this study. 

The above hypothesis has been complemented by another 
one which may be stated as follows : The current crisis in the 
metropolitan economy is a necessary consequence of its own 
structure and its nature of functioning. Although based on low 
productivity agriculture which supplies it with food and the 
most essential industrial raw materials, the metropolitan eco¬ 
nomy practically never produced any input which could have 
been used to improve the agricultural production base. The 
structure of the metropolitan economy was oriented towards 
making profit through export of goods (jute goods, tea, etc.) and 
in making purchases of agricultural raw material (raw jute, etc.) 
on the one hand, and provision of equipment, and of its repair 
and servicing for the transportation sector (railway wagons, 
heavy structurals for bridges, etc.) on the other. Up to the early 
1950s, jute milling along with its associated activities was the 
dominant economic activity in the Calcutta metropolis. Since 
the middle of the 1950s, this dominance is being shared by the 
transport equipment centred engineering industry. None of 
these goods, in the main, is needed in the rural sector for incre¬ 
asing agricultural productivity. The metropolitan economy, 
based on that industrial structure, functions by imposing what 
may be called a different sort of market on the unorganised 
peasant economy—the main informal sector in India—^whose 
poverty, hunger and backwardness guarantee that the organised 
metropolitan economy gets the food and the raw materials it 
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needs. This “different market” is characterised by high rents 
(50 per cent of the gross produce), usurious interest rates (often 
exceeding 100 per cent per annum), very low wage and only 
seasonal employment, very low prices for the peasants’ produce 
(although the same produce is sold to the ultimate consumer at 
high prices). The basis for the existence of this “different 
market” is provided by acute and increasing concentration of 
land holdings (and hence, of landlessness) and absence of 
employment opportunities in the non - agricultural sector. It is 
these characteristics of the market that force, say, a landless agri¬ 
cultural worker to work at a wage of less than Rs. 4 per man- 
day and that too for only half of the year and so remain hungry 
for most of the year ; similarly, it forces a small sharecropper to 
part with 50 per cent of his gross produce to the landowner 
which he would have consumed himself had he not been subjec¬ 
ted to the forces in this “different” market. Similarly, an in¬ 
debted poor peasant hands over a major part of his produce to 
the money lender to settle his usurious debt burden. The produce 
thus obtained from rent payment or debt repayment or enfor¬ 
cing a wage much below the minimum subsistence level, then 
becomes ths marketable surplus of which a major part ultimately 
finds its way to the metropolis for sustaining its economy. The 
economic force which sustains the metropolitan economy is thus 
based on keeping the poor peasants and sharecroppers hungry 
and backward. This is the essence of the current pattern of func¬ 
tioning of the metropolitan economy and the pattern it imposes 
on rural-urban relations. This same “backwardness” of the 
rural economy, however, is characterised by a low average level 
of productivity per hectare and very wide fluctuations in produ¬ 
ctivity. The low productivity causes the sluggishness in the rate 
of growth and the wide fluctuations force the sluggish economy 
into crisis. The wide fluctuation in productivity creates the 
basis for speculative commerce and this in its turn accentuates 
further the fluctuation in supply through hoarding. The current 
crisis of the sluggish metropolitan economy is, thus, inherent in 
its present structure. 

The basic y^ay out of this crisis-ridden sluggishness of the 
metropolitan and state economy lies in reorienting and chang- 



4 CALCUTTA AND RURAL BENGAL I SMALL SECTOR SYMBIOSIS 


ing the metropolitan industrial structure in such a way that it 
may provide the rural, agricultural sector with the inputs 
required to implement the current technological possibility of 
achieving a dramatic increase in productivity and a drastic 
reduction in the fluctuations in productivity in the agricultural 
sector. Such a restructured metropolitan eeonomy will then be 
able to sustain and draw in its turn its own sustenance from a 
restructured rural, agricultural sector. This is the mechanism 
which can put an end to the present pattern of relationship 
between the dominant Calcutta metropolis and its dominated 
rural and semi-rural hinterland. It is within this broad frame¬ 
work of a basic change in the relation between the most 
important constituents of the formal and the informal sector 
that we are to assess the present position and the changes 
required in the functioning of the informal sector within the 
Calcutta metropolis. 

An attempt has also been made to demonstrate how the 
informal sector tries, may be in a distorted fashion, to restore 
the capital and labour intensities for our whole economy to a 
level which is desirable and relevant for utilising, in an optimal 
fashion, the current resource endowments in our labour surplus,, 
capital scarce, backward country. It is not the smallness as 
such that makes a unit belong to the informal sector and so 
remain backward ; a small unit, which may otherwise be highly 
efficient, is now forced to remain outside the organised capital 
and commodity market, by the operation of a particular pattern 
of economy now in operation in our country, and thus become 
a victim of the unorganised “different” market which conspires 
to keep it backward and informal. An elaboration of this point 
will constitute an important part of our study. 

1.2. Data base 

The major data base for the study has been provided by the 
All-India Census for 1961 and 1971, studies of small-scale 
indusry carried out by the Bureau of Applied Economics and 
Statistics (formerly. State Statistical Bureau) in 1954, 1965/66 
and 1971, a comprehensive survey of industries of the Calcutta 
Metropolitan District (CMD) carried out by the Calcutta 
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Metropolitan Planning Organisation (CMPO) in 1962/63, the 
^tudy of small engineering units at Howrah by Jadavpur 
University in 1961, and the survey of the slum industries 
specifically carried out for the purpose of this study in 1974. 
The survey design and the questionnaire for the last survey have 
been presented in Annex T. 

The different statistical surveys mentioned above are not 
comparable to each other either in coverage or in scope. 
Despite this, it should be possible to discuss a general trend 
regarding the pattern of change over the last fateful decade in 
our economy in general and in the informal sector in the 
Calcutta area in particular. 

These statistical surveys by their very nature cannot often 
bring to the fore certain qualitative characteristics of the 
economy which may be crucial for understanding its basic 
nature. For example, official studies by the Government 
generally cannot take into cognisance the existence of a black 
market price or an illegal usurious rate of interest which may 
often be the most dominating feature of the economy under 
discussion. These defects of the official studies can to some 
extent be rectified by undertaking type studies to be carried out 
by investigators in those units which may have absolute confi¬ 
dence in the integrity of the investigator that these data will not 
be used in any way against the informant. These type studies, 
by their very nature, are extremely time consuming and cannot 
be undertaken by each and every investigator. 

Accordingly, we were able to undertake only a few type 
studies, which did throw up some extremely valuable informa¬ 
tion particularly regarding the qualitative aspect of the problem 
under discussion, unravelling the specific mode of operation of 
the relationship between informal-sector and formal-sector units. 
These type studies are, therefore, another important data source 
for this study. 

Analogous to the above-mentioned type tudy is the informa¬ 
tion thrown up in the discussions we held with responsible 
■administrators, technocrats and other relevant persons with 
extensive knowledge in the field under study. This is, thus, also 
another source of “data** for this report. For obvious reasons, 
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the exact sources of these “data” as well as those emanating 
from the type study, cannot be cited. 

While analysing the data collected it was felt that for 
developing a correct understanding of the situation under study, 
and, what is often more important, for presenting that under¬ 
standing in a universally acceptable and convincing form, it is 
necessary to generate a large mass of a new type of data. These 
data will include information relating to the nature of the bonds 
between the formal and the informal sectors, the mechanism of 
utilising the backward labour-intensive informal sector including 
the rural, agricultural sector as a whole for generating excessive 
profits for the metropolitan oligopolies—which are mainly 
commercial rather than industrial in character. Access to such 
data, by their very nature can be had most successfully primarily 
as a part of an endeavour to change the present situation. A small 
manufacturing unit or a poor peasant can discuss freely the rate 
at which he had to borrow money or the price at which he had 
to purchase inputs from (or to sell his output to) the influential 
trader of the area, only when he can be assured that he will no 
longer have to depend on that influential man and that he will 
get cheap credit in future from the banks, that his illegal usuri¬ 
ous debt burden will be abolished, that he will get at least the 
same marketing facility which is now enjoyed only by the 
organised, formal sector, etc. A truthful data-based analysis 
of the informal sector can be facilitated enormously only when 
this analysis is linked up with a decisive attempt to change the 
situation which perpetuates the present backward condition of 
the informal sector. 

Against the above background it may perhaps be apprecia¬ 
ted why at least a part of this study could not have a sufficient 
data base and so why at least a part of the analysis had to 
content itself with only suggesting several hypotheses. 

It may be mentioned that another study designed to develop 
an industrial development plan for West Bengal, which is to a 
large extent a follow«up of this present study, has been planned 
jointly by the members of the State Planning Board, the Indian 
Statistical Institute, and the Indian Institute of Management, in 
collaboration with several other local government and voluntary 
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organisations. The component studies for developing this 
Industrial Plan will include : (a) a study of the industry mix 
required for meeting the basic needs of the people relating to 
food, clothing and shelter ; (b) study of the relations of produc¬ 
tion and exchange within and between large, medium and 
small-scale industries, as well as that between the industry sector 
and the other sectors of the economy in general and agriculture 
in particular ; (c) a study of selected Calcutta slum area indus¬ 
trial complexes for designing area specific development plans ; 
(d) a study of the major mineral resources of the area, viz., 
coal, with a view to developing a coal industrial complex ; (e) a 
study of the appropriate technology to be adopted in the 
different subsectors of industry, given the industry mix ; and 
(f) a study of the appropriate locations of industrial units, 
given the industry mix. The plan of this follow up study, how¬ 
ever, has not yet been implemented. 
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COVERAGE OF THE INFORMAL SECTOR IN 
THE CALCUTTA AREA 

2.1. Coverage : Manufacturing Sector 

The Latest All India Census reveals the sector of employment 
of the people residing in Calcutta city in 1971. The sector divi¬ 
sions in the table next page are self-explanatory, except for 
“Household industry” (col. 3). The latter is composed of those 
industrial units which are conducted mainly by the members of 
the household, within the premises where the household lives, if 
in urban areas, and with an employment lower than 10, if 
using power. In 1971, there were 3,148,746 persons living in 
Calcutta city with an area of only 104 sq. km. Of these people, 
37.0% were in the working force. This working force participa¬ 
tion rate for Calcutta city is significantly higher than the 
corresponding state average of only 27.9%. 

The table also shows the sector of employment of the people 
working in Calcutta city. Some of these workers do not reside 
in the city of Calcutta, just as some of the workers living in 
Calcutta do not work in any establishment situated in Calcutta 
city. While 0. 946 million persons worked in some establish¬ 
ments situated in Calcutta city, 1.166 million workers resided in 
the city in 1971. Thus a net 220,000 persons resided in Calcutta 
but worked in places outside the city limits. It is evident that 
of the above seven categories of workers, the more important 
categories from the point of view of employment are : trade and 
commerce, non-household industries, and other services inclu¬ 
ding government offices. Of these three categories, attention in 
this report will be concentrated mainly on the industry sector, 
not only because this is the dominant directly productive sector 
of the metropolitan economy, but also because the central 
action required to be taken to rescue the economy from 
sluggishness will be with regard to this sector of the economy, 
as we shall see later. However, some attempt will also be made 
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to deal with other sectors, particularly the trade and commerce 
sector. 

The total employment in the industrial units situated in the 
city of Calcutta, subdivided by major industry groups and 
employment size classes is presented in reference table A, a 
summary of which is given in table 2 next page. From the point 
of v|ew of statistical compilation of data, the entire manufac 
luring industry in India is divided into the following groups; 

I. Registered factory sector^ composed of two sub-groups : 

(a) Census sector units; These are the industrial units 
employing 50 or more persons, if using power, and those employ¬ 
ing 100 or more persons. All these units are covered by an 
annual census undertaken under a Central Act. Exhaustive 
statistical data relating to these units are available with a time 
lag of about five years. 

(b) Sample sector units : These are the units employing be¬ 
tween 10 and 19 persons if using power, and 20 to 99 persons, 
if not using power. These units are also surveyed annually but 
only through a sample. 

II. Non^registered factory sector, also composed of two groups : 

(a) Non-household units : This group is the main constituent 
of small-scale, handicraft and cottage industries operating most¬ 
ly in an unorganised fashion. Pending further discussion later, 
regarding the rationale of designation, this part of the manu¬ 
facturing industry sector is proposed to be considered as the 
“informal” part of the industry sector. 

(b) Household units : already defined. This part also be¬ 
longs to the “informal” sector. 

Apart from the statutory registration under a Central Act, 
there are several other voluntary registrations introduced by 
several government organisations. One of these latter is that 
introduced by the small-scale and cottage industry departments 
for registering with them all the small units using less than Rs. 
750 thousand (and in some specified cases for ancillary units, 
Rs. one million in plant and machinery). These small units, 
t hus, belong both to the informal sector and the formal sector 
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Table 2 


Number of units and employment of the manufacturing 
units belonging to census sector, sample sector and the 
informal sector, Calcutta city, 1971 







Total 

Registered factory units 

Non-registered units 

(all 

(formal sector) 


(informal sector) 

sectors) 

Item Census Sample 

Total 

House¬ 

Non- 

Total 


sector sector 

fortral 

hold 

house¬ 

infor¬ 




units 

hold 

mal 





units 



No. of 






units 467 2 485 

2 952 2 859 

33 293 

35 151 

38 103 

Employ¬ 
ment 145 235 50 997 

194 232 

8 468 

124 755 

133 223 

327 455 


Source : Reference table A. 

as defined above. However, this registration, being voluntary 
in nature and being undertaken mainly by those who want some 
government help, covers only a very small part of the relevant 
universe. Thus, even in Calcutta city only 22,300 units have 
been registered with the Directorate of Cottage and Small-Scale 
Industry as small-scale units upto 31.3.1977. 

2.2. Coverage : trade and commerce 

From the point of view of employment, the trade and com¬ 
merce sector is the third most important sector in the Calcutta 
city, after the manufacturing, public administration, and other 
services* sectors. Compared to an employment of 327,000 in 
manufacture, and 212,000 in public administration and other 
services, there were only 192,000 in trade and commerce in 
Calcutta in 1971. 

With minor omissions almost the whole of this division is 
covered by an Act called the West Bengal Shops and Establish* 
ments Act, 1963. So far, 266, 371 units (up to September 1973) 
with an employment of 532, 664 persons have been registered 
under this Act in 205 places in West Bengal where it has been 
enforced. (Source : Labour Directorate, W. Bengal). This Act 
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provides for some welfare measures relating to employees* such 
as hours of work, payment of wages, etc. No basic information 
relating to the functioning of these units is made available, at 
least on a regular basis. No regular censuses or sample surveys 
are conducted covering these units. 

Thus, though the whole of the trade and commerce in 
Calcutta city may appear to be, from the point of view of the 
law, belonging to the formal sector, in actual practice at least 
the smaller ones amongst these, in the retail business sector in 
particular, do operate in an informal fashion. If it is assumed 
that all the units in the division employing up to four persons 
per unit belong to the informal sector, then we obtain the break¬ 
down shown in Table 3. 


Table 3 

Division of the trade and commerce units between 
formal and informal sectors, Calcutta city, 1971 


Item 

Units employing 

Units employing 

Total 


up to 4 workers 

5 and more workers 



(informal sector) 

(formal sector) 


1. No. of units 

49 746 

9 479 

59 225 

2. Emolovment 

103 279 

88 358 

191 637 


Source : Reference table A. 

Thus, nearly 54 per cent of total employment and 84 per 
cent of all trade and commerce units in Calcutta city may be 
said to belong to the informal sector. 

The only survey covering the commercial cstablisments in 
the Calcutta area appears to be that conducted by the then 
Statistical Bureau, Government of West Bengal in 1962/63, As 
per that survey, the total number of trade and commerce units 
in Calcutta city in 1962 was 69, 796 ; the corresponding number 
in 1971 in table 3 is 57,225, i.e. less than what it was in 1962. 
This survey did not make a separate estimate for the correspon¬ 
ding employment in Calcutta city. It made an over-all estimate 
for employment per unit for the different categories of these units 
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for the Calcutta metropolitan district as a whole. Details of 
this estimate are presented in reference Table B. A summary of 
this table is given in table 4 below. 

Table 4 

Trade and commerce units and their estimated employment 
in Calcutta city and in other areas of the Calcutta Metro¬ 
politan District (CMD) (as defined in 1962), 1962 




No. of units by class of activity 


Item 

Wholesale 

Retail 

Total 



trade 

trade 



(1) 

(2) 

(3) 

(4) 

1. 

No. of units at : 





(a) Calcutta 

8 267 

61 529 

69 796 


(b) Howrah 

580 

8 430 

9 010 


(c) Other CMD 

991 

49 442 

50 433 


Total CMD 

9 838 

119 401 

129 239 

2. 

Employment per unit in 

the CMD : 

(a) family labour 

1.51 

1.40 

1.41 


(b) hired labour 

4.70 

0.73 

1.03 


Total labour per unit 

6.21 

2.13 

2.44 

3. 

Total employment in CMD : 




(a) family labour 

14 855 

167 161 

182 016 


(b) hired labour 

46 239 

87 163 

133 402 


Total labour 

61 094 

254 324 

315 418 

4. 

Investment per unit in 





CMD (Rupees): 





(a) fixed capital 

(b) working capital 

3 768 

1 039 

1 247 


(stock per day) 

14 824 

2 742 

3 662 


Total capital per unit 

18 592 

3 781 

4 909 


Source: Reference Table B. 
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It may be clear from table 4 that an average unit in retail 
trade is not only smaller in size so far as emfdoyment is concer¬ 
ned, compared to that in the wholesale trade, it is also domi¬ 
nated by family workers. The average employment is 2.13 per 
retail unit. The average retail unit can be conceived of as being 
composed of units with employment varying from one to four 
persons. The number of such units as per the 1971 census was 
45,817 in Calcutta (see table 6). 

From an operational point of view, the retail trading units 
having employment of less than 5 per unit, of whom more than 
50 per cent are family workers, may be defined as informal sec¬ 
tor units among the trade and commerce establishments. If we 
follow this definition then it will be found that the retail trading 
units dealing in coal (1,862 units in Calcutta and 3,925 units in 
the whole of CMD) and those dealing with “furnishing” (310 
units in Calcutta and 320 units in the whole of CMD) do not 
belong to the informal sector (see reference table B). Leaving 
aside those units, Calcutta city had 59,357 units in the informal 
trade and commerce sector in 1962. The corresponding figure 
for the CMD as a whole was 115,156 and all these units toge¬ 
ther employed 243,617 persons. 

One of the crucial differences in the operating results between 
the formal and informal sectors may be made clear with refer¬ 
ence to the two main categories of trade viz. wholesale and retail. 
In the wholesale trade of the Calcutta meropolitan District as a 
whole, average investment per unit was Rs. 3,768 in fixed capital 
and Rs. 14,824 in working capital (value of stock in a day) 
making a total investment of Rs. 18,592 per unit. The corres¬ 
ponding figure for the retail trade was Rs. 1,039 plus Rs. 2,742, 
equalling Rs. 3,781 per unit. The basic difference between these 
two categories will become more clear if we take up the rate of 
return over the invested capital. For wholesale trade, total 
profit was Rs. 42,426 per unit after deducting the imputed wage 
of the family workers at the rate at which the paid workers in 
this category got wages. This profit represents a rate of return 
of 228 per cent on the total capital invested. In the retail trade, 
however, total profit per unit was only Rs. 545 after deducting 
the imputed wage of family workers at the rate at which paid 
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workers in wholesale trade got wages (about Rs 173 per month). 
The profit, thus, is nominal in absolute value (it represents Rs 32 
per month per family worker in the retail trade unit) and this 
means that the owners in retail trade earn an income which is 
nearly equal to that of the wage of hired workers in the whole¬ 
sale trade. We shall find this characteristic recurring in the 
manufacturing field also. As regards rate of return over invest¬ 
ment it was only 15 per cent compared to 228 per cent in the 
wholesale trade. This is also a distinguishing characteristic of 
the informal sector. The above information has been summarised 
in table 5 below. 


Table 5 


Rate of return and income from the retail and the 
wholesale trade in the CMD, 1962 
(in Rs.) 



Item 

Wholesale 

trade 

Retail 

trade 


(1) 

(2) 

(3) 

1. 

Investment per unit (total) 

18 592 

3 781 


of which : (a) fixed capital 

3 768 

1 039 


(b) working capital 

14 824 

2 742 

2. 

Income per unit of the owner 

45 570 

3 490 

3. 

Imputed wage of family worker 
per unit^®) 

3 144 

2 945 

4. 

Profit per unit [ (2)-(3) ] 

42 426 

545 

5. 

Wage per hired worker per year 

2 082 

823 

6. 

Profit as percentage of investment 

228% 

15% 

ia) 

This is calculated at a rate paid 

to hired 

workers in the 


wholesale trade. 

It may be noted that the wage level in retail trades was very 
low and it was only 0.4 times the wage in the wholesale trade 
sector. Despite this extremely low Wage, the average income of 

the fajQily ‘“P'rted 
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wage of the family worker, was only about Rs 291 per month. 
Even this low income level, it may be remembered, was nearly 
three times as high as what is now called in India the poverty 
line. This income could be provided to the family owning and 
working in the unit with an investment of only Rs 1.775 per 
employed person (including family workers) and ensuring a 
profit of only 15 per cent on invested capital. So far as the hired 
workers were concerned, their annual wage was as low asRs 823 
per year in 1962. If 30 per cent of a family of five can get even 
such a wage, their total income would have been Rs 1,235 per 
year, or just above Rs 20 per capita per month at 1962 prices, 
which is considered the poverty line in India. The corres¬ 
ponding per capita per month income of the owner family was 
about Rs 58 or about three times that for their hired workers. 
What appears to be low income in comparison to that in the 
large unit or in the wholesale trade, may be considered a good 
income against the background of the over-all situation in West 
Bengal where 70 per cent of the people are estimated to be below 
the poverty line. The relatively small income difference of about 
1 : 3 between the wage earner’s family and the owner’s family 
may also be noted. We shall have occasion to discuss these 
points in greater detail when dealihg with the manufacturing 
sector. 

It may be seen in reference table B that within each of the 
broad groups of the wholesale and retail trade sector, there was 
a wide difference in their various characteristics. Thus, in retail 
trade, the emolument per hired worker varied from Rs 506 per 
year in the “grains” shops to Rs 977 in “miscellaneous other 
shops.” Similarly the income of the family owning the units 
varied from as low as Rs 1,230 per year in the metal trade to as- 
lugh as Rs 6,460 in the coal trade followed by Rs 5,670 in the 
“other food” group. 

Keeping in mind the above characteristics of the trade and> 
commerce units, we may now look at reference t^le C giving 
subsectorwise figures for the different types of non-manufactur¬ 
ing activities relating to the number of units and their employ¬ 
ment in the different subsectors of formal and informal sectors- 
for Calcutta city in 1971. This has been compiled from 1971 
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census data. A summary of reference table C is given in table 6 
which shows that the major part of the wholesale trading units 
al^o had less than five workers per unit; these units constituted 
nearly 64 per cent of the total number of units in wholesale 
trade. Similarly, in retail trade, while 86 per cent of the retail 


Table 7 

Number of units and employment in manufacturing 
and non-manufacturing, formal and informal 
sectors, Calcutta city, 1971 


Number 


Item 

Formal 

sector 

Informal 

sector 

Total 

Units : 

Manufacturing 

2 952 

35 240 

38 192 

Non-manufacturing 

20 275 

68 579 

88 854 

Total 

23 227 

103 819 

127 046 

Employment: 

Manufacturing 

203 232 

124 223 

327 455 

Non-manufacturing 

475 102 

143 136 

618 238 

Total 

678 334 

267 359 

945 693 


Source : Tables 2 and 6. 


trading units had in each less than five workers, they claimed less 
than 37 per cent of total employment in those units. It, therefore, 
seems that rather than concentrating on the type of trade, it will 
be more correct, in the absence of any other data, to concen¬ 
trate on the size of unit, irrespective of the nature of activity. 
The same remark is true for all other non-manufacturing activi¬ 
ties listed in the earlier table. We may, thus, conclude that in 
Calcutta city in 1971, as many as 68,579 units out of a total of 
88,854 (or 77 per cent of the total non-manufacturing units) 
belonged to the informal %ctor, and these units employed 
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143,136 workers including family workers, out of total employ-^ 
ment of 475,000 (or 30 per cent of the total) in this group. 

Table 7 adds together the numbers for manufacturing and 
non-manufacturing. The total number of informal sector units 
in 1971 came to 103819 units (82 per cent of the total of 127046 
units in Calcutta city) offering employment to 267359 persons 
(28 per cent of total employment of 945,692 in the city). Within 
manufacturing, the informal sector accounted for 32 per cent of 
employment. Manufacturing thus accounted for 46 per cent of 
total employment in the informal sector but only 30 per cent of 
total employment in the formal sector, an indication of the 
importance of the informal sector for goods production in 
Calcutta city. 



Chapter III 


A REVIEW OF PAST SURVEYS OF INFORMAL 
SECTOR INDUSTRY IN METROPOLITAN 
CALCUTTA 

Since the early 1950s a number of surveys dealing with all or 
with parts of informal sector manufacturing (industrial units 
not covered by the Factories Act) in metropolitan Calcutta have 
been carried out by various agencies : an economic survey of 
small industries in West Bengal covering 1952-1954 ; the 1961 
Census of India ; a 1960/61 survey of small scale engineering 
units in Howrah ; a 1962/63 survey of manufacturing in the 
Calcutta Metropolitan District; a 1965-66 economic,survey 
of small industry in West Bengal; a 1970/71 survey of non- 
registered manufacturing in urban West Bengal; and a 1974 
pilot survey of income and expenditure of families of workers in 
informal sector industries in Calcutta city. This chapter presents 
and discusses data from these surveys, most of whose details 
have not hitherto been publicly available. 

3.1 Economic Survey of Small Industries, West Bengal, 
1952-1954 

The economic survey of small industries, 1952-1954, was the 
first of its kind in West Bengal. It sought to find out the 
detailed characteristics of all the industrial units not covered by 
the Factories Act, the non-registered units which make up the 
^^informal sector” as defined here. These units were divided 
into 100 types and a report for each of the districts of West 
Bengal was compiled and published. Two additional reports— 
one covering West Bengal as a whole and the other covering the 
Calcutta industrial area (excluding Calcutta city)—were also 
published. 

In 1952-1954 there were, according to this survey, 395 456 
manufacturing imits including cottage industry units in the in¬ 
formal sector of West Bengal. Most of these units were evidently 
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Table 8 


Distribution of informal sector industrial units in 
different areas of West Bengal, 1952-1954 


Area 

No. of 

Percentage 

Total 

Percentage 


units 

distribu¬ 

employ¬ 

distribu¬ 



tion of 

ment (inclu¬ 

tion of 



units 

ding family 

employ¬ 




labour) 

ment 

0) 

(2) 

(3) 

(4) 

(5) 

1. Calcutta city 

2. Calcutta indus¬ 

30 577 

7.7 

121 529 

12.8 

trial area (exclu¬ 

• 




ding Calcutta) 
3. Other urban 

16 145 

4.1 

46 650 

4.9 

areas 

25 894 

6.6-j 



4. Other rural 


\ 

779 876 

82.3 

areas 

322 840 

81.63 



Total: West 





Bengal 

395 456 

100.0 

948 055 

100.0 


in the rural areas. The pattern of distribution of these units 
in different areas may be clear from table 8. It may be men¬ 
tioned that the area defined as the “Calcutta industrial area" 
did contain a few rural areas, although predominantly it was 
composed of the urban areas contiguous to Calcutta city. Thus, 
Calcutta city proper claimed in 1952 only 7.7 per cent of the 
informal sector units employing 12.8 per cent of total employ¬ 
ment in such units in West Bengal. If we confine our attention 
to the urban areas of West Bengal and assume that the whole of 
the Calcutta industrial area was urban, then Calcutta city 
claimed more over than 42 per cent of the informal industrial 
units in Urban West Bengal and certainly significantly more of 
the employment of such units. 

In table 9 below, the characteristics of the units in Calcutta 
city arc compared with those for West Bengal as a whole. The 
most glaring characteristics of the informal sector units becomes 
clear from row 9 of table 9 dealing with estimated value added 
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and its breakdown between wage income and all non wage in¬ 
comes lumped together as ‘^surplus’*. For West Bengal as a 
whole these units together could not produce any surplus or 
profit; in fact there was a net deficit of more than Rs 96 million 
which meant operationally that the family workers or working 
proprietors could not earn an income at a rate even equal to the 
wage they themselves gave to their hired workers. The imputed 
wage bill of the family worker calculated at the current rate for 
hired workers in these units (less than Rs 538 per year per wor¬ 
ker for West Bengal as a whole ; less than Rs 764 for Calcutta 
by itself) was nearly Rs. 409 million; but the total income of the 
working proprietors of the units, including the imputed wages 
of family labour, came to only Rs 312 million. The income per 
unit came to only Rs 789 per year ; this was equivalent to Rs 
411 per year per family worker in these units, or about Rs 13 
per capita per month for those families. These units could offer 
a wage of Rs 538 per year to an average hired worker ; assuming 
1.5 such workers in the families of hired workers, this meant an 
estimated average per capita per month income for those families 
also of about Rs 13. What is significant about this estimated 
per capita income is not so much its very low magnitude but 
that this level, at the then price situation, was only slightly lower 
than what was latter officially defined as the poverty level in 
India. It may also be remembered that it was estimated that 
even in 1972, 70 per cent of the people of West Bengal were 
below the poverty line. It can, thus, safely be said that these 
informal sector units as a whole in West Bengal could maintain 
948,000 workers and their dependents, which might come to 
more than 2,500,000 persons in 1952-1954, at least near the 
poverty level. And this could be done with total assets of only 
Rs 375 per worker. Considering the relatively huge volume of 
investment made in large industry, the role of these small units 
in the battle against poverty is significant. 

The informal sector units in Calcutta city earned significantly 
higher incomes than those for West Bengal as a whole. What 
has been said above about the role of informal sector units as a 
whole in the formidable battle against poverty is, therefore, 
ai^licable with much more force to the Calcutta area units. 
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Table 9 


Characteristics of the informal sector industrial units as 
a whole, Calcutta city and total West Bengal, 1952-1954 

(Values in Rs *000) 


Item < 

Calcutta 

city 

Total 

W. Bengal 

Calcutta city 
as percentage 
of total 
West Bengal 

(1) 

(2) 

(3) 

(4) 

1. No. of units 

30 577 

395 456 

7.7 

2. Total employment 
(number) 

121 529 

948 055 

12.8 

(a) hired 

72 798 

187 874 

38.7 

(b) family labour 

48 731 

760 181 

6.4 

3. Total value of 

assets 

157 340 

355 253 

43.4 

4. Total wage 

92 802 

509 608 

18.2 

(a) for hired laboui 

• 55 590 

100 988 

55.0 

(b) imputed wage 
for family 

labour 

37 212 

408 620 

9.1 

5. Value of inputs 
used 

354 647 

799 899 

44.3 

(a) raw material 

345 894 

770 579 

44.9 

(b) fuel, electri¬ 
city, lubricant 

8 753 

29 320 

29.8 

<6. Other costs 

36 285 

76 992 

47.1 

7. Total cost of 

production 

(a) including impu¬ 
ted wage of 
family labour 

• 

495 253 

1 386 499 

37.7 


(Continued) 
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Table 9 (Contd.) 


Characteristics of the informal sector industrial units as 
a whole, Calcutta city and total West Bengal, 1952-1954 

(Values in Rs *000) 


Item 

Calcutta 

city 

Total 

West Bengal 

Calcutta city 
as percentage 
of total 
West Bengal 

(1) 

(2) 

(3) 

(4) 

(b) excluding 
imputed wage 
of family 
labour 

446 522 

977 879 

45.7 

8. Total value of 
output 

539 425 

1 290 028 

41.8 

9. Total value added 
(8)»(5M6) 

148 493 

413 137 

35.9 

of which : 

(a) total wage (4) 

92 802 

509 608 

18.2 

(b) total surplus 

+ 55 691 

- 96 471 

XX 

10. Income of the 
working pro¬ 
prietor of the units 
(including impu¬ 
ted family wage) 92 903 

312 149 

29.8 


Note: Area coverages of both Calcutta city and West 
Bengal were smaller in 1954 compared to what they are now. 
Tollygunj was not then part of Calcutta city. Similarly, Purulia 
District and a few other areas were then outside the state of 
West Bengal. 

XX Not applicable. 
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Although Calcutta city claimed less than 8 per cent of the 
informal sector industrial units in West Bengal, its correspond¬ 
ing share was more than 43 per cent for assets in those indus¬ 
tries ; the corresponding shares for total output and value added 
were about 42 per cent and 36 per cent respectively. What is 
more significant is that these units as a whole in Calcutta city 
did produce a positive net surplus—this is perhaps their most 
distinguishing characteristic. There were, however, a few indus¬ 
try groups even in Calcutta city which could not generate any 
net surplus. 

In table 10, the estimated values of those variables per unit 
have been presented separately for Calcutta city and for the 
state of West Bengal as a whole. This table brings to the fore the 
specific characteristics which distinguished Calcutta city units- 
from the rest of the members of the same family in West Bengal. 
The first difierence is in the composition of the labour force. 
While in West Bengal as a whole, only 20 per cent of the wor¬ 
kers were hired, the figure was as high as 60 per cent for 
Calcutta. Secondly, the value of assets per unit in Calcutta was 
more than 5.7 times that of the corresponding average for West 
Bengal as a whole. This was associated with output of goods 
by 5.4 times and of value added by 4.6 times than that for West 
Bengal as a whole. Thirdly, it was possible for the Calcutta units 
to produce a net surplus of Rs 3,038 per unit including impu¬ 
ted wages of family labour amounting to Rs 1,217 per unit. This- 
is perhaps the outstanding characteristic of the Calcutta city 
units as already mentioned. 

An income of Rs 3,038 per unit including the imputed wage 
income of family workers in the 30,577 informal sector indus¬ 
trial units in Calcutta city meant that this sector provided an 
income of more than Rs 50 per capita per month, which was more 
than three times the poverty level income at the then price level,, 
to 30,577 proprietor families. In addition, it provided an in¬ 
come of Rs 19 per capita per month for 48,537 wage-earning 
families, assuming that 1.5 hired workers bad come from each 
family. The latter income level was also higher than the then 
poverty level income. Thus, the Calcutta city informal sector 
industrial units could in 1952 keep about 79,000 families, or 
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Table 10 

Value of the characteristics per establishment, informal 
industrial sector, West Bengal and Calcutta city 

1952-1954 


Item 

Calcutta 

city 

Total 

West Bengal 

(1) 

(2) 

(3) 

1. Employment per unit 

3.97 

2.40 

(a) hired 

2.38 

0.48 

(b) family 

1.59 

1.92 

2. Value of assets per unit 

Rs 5 146 

898 

3. Wage per hired labour 



per year 

746 

538 

4. Inputs and allied costs 



per unit (total) 

12 785 

2 218 

(a) raw material i 

11 312 

1 949 

(b) fuel, electricity, 



lubricant etc. 

286 

74 

(c) others 

1 187 

195 

5. Value of output per unit 

17 641 

3 262 

6. Value added per unit 

4 856 

1 045 

(a) wage for hired labour per unit 1 818 

255 

(b) imputed wage for family 



labour per unit 

1 217 

1 033 

(e) surplus per unit 

+ 1 821 

-244 

7. Income of the working 



proprietors per unit 

3 038 

789 
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Table 

Characteristics per unit of the 10 most important 





Characteristics per unit 



Industry Group 

No. of 

Assets 

Family 

Hired 

Wage for 



units 


labour 

labour 

hired 




(Rs.) 

(No.) 

(No.) 

labour 







fRs.) 


(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

1 . 

General and electri¬ 







cal machinery (29) 

4 087 

5 062 

1.51 

3.03 

2 251 

2. 

Tailoring and allied 







(50) 

4123 

5 271 

1.43 

1.65 

1515 

3. 

Bidi products (43A) 

3 206 

540 

1.40 

2.29 

1 731 

4. 

Sweets. Ghana bhaja. 







etc (3A) 

3 012 

1 139 

1.63 

1.90 

1 129 

5. 

Printing, bookbind¬ 







ing etc. (45) 

1 566 

14 240 

1.58 

4.39 

3 460 

6. 

Gold and silver 







ornaments (63A) 

2 628 

5 779 

1.57 

1.94 

1690 

7. 

Wood prod., 







furniture (41) 

1 876 

5 366 

1.69 

2.80 

2 336 

8. 

Footwear and 







leather goods (30) 

2 338 

2 362 

1.98 

1.20 

1022 

9. 

Hosiery and 







knitted goods (47) 

329 

25 256 

1.68 

5.56 

4 521 

10 

Chemicals (21) 

290 

13 747 

1.59 

4.91 

3 601 


Mte : Figures in the bracket in column 1 give the industry code number 
Some : Economic survey of smeM industries, West Bengal. 1952*54. State 
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11 

industries in the informal sector, Calcutta city, 1952 
Input and other cost Characteristics Income of working 



(Rs). 


per unit 


proprietor 


Raw 

materials 

Others 

Total 

Cost of 
produc¬ 
tion 

(Rs-) 

Value of 

output 

(Rs.) 

Total 

(Rs.) 

Imputed 
wage of 
family 
labour 

(Rs.) 

Value 

added 

(Rs,) 

(7) 

(8) 

(9) 

(10) 

(11) 

(12) 

(13) 

(14) 

7081 

1208 

8 289 

10 540 

13 911 

3 371 

1122 

5 622 

12 580 

1783 

14 363 

15 878 

19 549 

3 671 

1 313 

5186 

5 793 

2176 

7 969 

9 700 

11 862 

2162 

1058 

3 893 

7 628 

912 

8 540 

9 669 

12 225 

2 556 

969 

3 685 

4 818 

1 388 

6 206 

9666 

13 485 

3 819 

1245 

7 279 

17180 

1 020 

18 200 

19 890 

22 896 

3006 

1 368 

4 696 

IS 286 

2119 

17 405 

19 741 

22 474 

2 733 

1410 

5 069 

7160 

1 340 

8 500 

9 522 

13 117 

3 595 

1686 

4617 

36 659 

3 220 

39 879 

44 400 

43 953 

447 

1366 

4 074 

21 363 

2 333 

23 696 

27 297 

35 558 

8 261 

1 166 

11 862 


used for the survey. 

Statistical Bureau, Government of West Bengal. 
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395,000 persons, above the povery line, with total assets of only 
Rs 1,295 per worker (including family worker). 

Although the informal sector units had been grouped in 
about 100 industry types, only 10 such industry types claimed 
77 per cent of the totality of informal sector industrial units in 
Calcutta city (and 76 per cent of the employment in such »units. 
The relevant information on these 10 industry types is presented 
in table 11. This table shows, amongst other things, that while 
the absolute level of participation of family workers per unit was 
more or less similar in all the industry types—it varied in the 
range of 1.40 to 1.69 per unit—for hired workers per unit it varied 
relatively rather widely in the range of 1.20 to 5.56. Again, in all 
those 10 types—with the single exception of the footwear and 
leather goods industry—the number for family labour was less 
than that for hired labour. The assets per unit varied widely— 
it was as high as Rs 25,256 per unit (or Rs 4,542 per worker) in 
the hosiery and knitted goods industry while it was as low as 
only Rs 540 per unit (or only Rs 236 per worker) in the bidi 
(indigenous cigarette) industry. It is instructive to note that the 
relatively most capital-intensive hosiery industry was the only 
industry amongst the 10 which failed to generate a net surplus, 
i.e. it failed to provide an income to the working proprietors 
even at the rate they themselves provided to their hired workers. 
Value added per unit of capital (assets) invested in the hosiery 
industry came to only Rs. 0.16 which was a very low ratio even 
if we compare it with the corresponding ratios in the organised 
formal sector. It is suspected that the hosiery units must have 
been passing through a special crisis pulling down the quantum 
of output and income during the period of the survey. In 
contrast, the same ratio for the bidi industry was as high as 
7.21. This clearly shows that what is lumped together as the 
informal is in its turn composed of widely different elements, 
each of which needs to be studied separately to arrive at a policy 
decision as to what concretely should be done to improve their 
functioning. 

The relationship between the wage per hired worker and value 
added per worker in the above 10 industry types gives an interes¬ 
ting picture. The relevant data are presented in table 12 below. 
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Table 12 

Wage, value added* and investment per worker and rate of 
value added per unit of investment in the 10 most important 
informal sector industry groups in Calcutta city, 1952 

(Rs per year) 


Per worker 


Industry group 

Wage 

Value Investment Value 
added (asset) added 

per unit 
investment 

(1) 

1. General and electrical 

(2) 

(3) 

(4) 

(5) 

machinery 

743 

1 238 

1 115 

1.11 

2. Tailoring and allied 

918 

1 684 

1 711 

0.98 

3. Bidi products 

756 

1 055 

146 

7.23 

4. Sweets, chana bhaja etc. 

594 

1 044 

323 

3.23 

5. Printing, bookbinding etc. 

788 

1 219 

2 385 

0.51 

6. Gold and silver ornaments 

871 

1 338 

1 646 

0.81 

7. Woodware, furniture etc. 

834 

1 129 

1 195 

0.94 

8. Footwear and leather goods 

852 

1 452 

743 

1.95 

9. History aud knitted goods 

813 

563 

3 488 

0.16 

10. Chemical industry 

733 

1 825 

2 115 

0.86 


3.2. Census of 1961 

The next important survey in this line was the Census of 
India, 1961, which threw up very important data on industrial 
activity relating to employment and power use. Table 13 has 
been constructed on the basis of census data for the city of 
Calcutta. 

According to the 1961 census, there were about 24,000 infor¬ 
mal sector industrial units in Calcutta for which employment 
figures were available. Assuming that the units for which 
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Table 13 

Distribution of all manufacturing units 
between formal and informal sectors, Calcutta city, 1961 


Sector No. of units 

Formal sector (units employing 10-19 
with power, and 20 and above) 3 056 

Informal sector (units employing 1-9 
with power and 10-19 without power) 23 716 

of which : 

10-19 persons without power 1 249 

6-9 persons 4 401 

2-5 persons 15 161 

1 person 2 905 

Grand total 26 772 


Note : This distribution excludes 6,165 units whose employ* 
ment figures were not available. 

employment data were not available were small units in the infor¬ 
mal sector, then the total number of such units came to about 
30,000. This tallies rather closely with the estimates made by the 
earlier survey on the number of such units in Calcutta in 1952 
(table 8). It may, however, be remembered in this connection that 
while Tollygunj was not a part of Calcutta city in 1952, it was 
so in 1961. It, thus, appears that during the period from 1952 to 
1961, the net number of informal sector units did perhaps con¬ 
tract to some extent. It may be remembered that the 1971 cen¬ 
sus revealed that the number of such units in Calcutta city was 
about 35,(KX) (see table 2 in chapter 2 and reference table A), 
denoting some net expansion during 1961-1971. Details of the 
1961 data are given in reference table D. 

Estimated total employment in the informal sector units in 
1961, assuming that the unspecified units without employment 
data belonged to the modal informal subsector with employment 
of 2-5 persons per unit, was about 128,000. This may be com¬ 
pared with corresponding 1952 data of 122,000 and 1971 census 



Table 14 

Fluctuation in the number of units and employment in the informal sector and also in 
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Total all groups 23 716 35 240 

5'oMrce: Census, 1961, 1971 
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data of 124,000. Almost stagnant figures of employment showing 
only a very marginal net average increase in employment, of 
about 100 persons per year over 19 years, seem to characterise 
the informal sector units in Calcutta city. 

This small net increase in employment was, however, a resul¬ 
tant of very high mortality rates along with equally high birth 
rates amongst the small units. This aspect has to some extent 
been unravelled in the next section of this report covering the 
Calcutta Metropolitan Planning Organisation (CMPO) survey 
of industrial units in the Calcutta metropolitan district. 

Comparing reference tables A and D gives some idea about 
the quantum of fluctuation in the number of units in the difle- 
rent industry groups and size classes. The relevant data regard¬ 
ing the six most important industry groups, from the point of 
view of 1971 employment data, in the informal sector in 
Calcutta city are presented in table 14. Despite some minor 
changes in the pattern of grouping of industrial establishments, 
the general trend of development of the informal sector during 
the period 1961-1971 may be seen from table 14. The trend is 
of general stagnation with even a marginal tendency to decline 
so far as the number of workers is concerned. Despite a fall in 
employment, there was a relatively big rise in the number of 
units denoting that during the 1961-1971 decade, the average 
size of the informal sector units became still smaller : it fell 
from an average of 4.6 persons per unit in 1961 to 3.9 in 1971. 
This trend of stagnation-cum-decline in employment was more 
marked for the formal sector where the fall in employment was 
substantial: from 80,000 in 1961 in those important industry 
groups 60,000 in 1971. This clearly brings to the fore the nature 
of the crisis in the metropolitan economy : the implementation 
in practice of the employment potential of informal sector in¬ 
dustry in Calcutta city is integrally linked up with that of the 
formal sector, and, hence, is dependent upon a revival of the 
whole metropolitan economy. 

As the 1961 census listing of all the industrial units in the 
Calcutta area was the population frame from which samples 
were drawn for the rather exhaustive sample survey conduc¬ 
ted by the CMPO to be dealt with in detail in section 3.4 
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l)clow, it is not necessary to go into further details about the 
1961 census information as such here. 

3.3. Survey of small engineering units in Howrah* 1960/61 

The most intensive survey bf its kind ever made in West 
Bengal was the survey of small engineering units in Howrah 
conducted by Jadavpur University with an interdisciplinary 
team of economists and engineers in 1960/61, supported finan¬ 
cially by the Reserve Bank of India. Coverage of the survey 
was, however, extremely limited in terms of both industry and 
area. The survey dealt only with small-scale engineering units 
in Howrah city, the twin city of Calcutta on the other side of 
the river Hooghly. The reason for taking up this survey in this 
report is that it was only in this survey that an in-depth study 
was successfully made unravelling some of the essential 
characteristics of, perhaps, the most important group of informal 
industrial units in this area. 

The survey report, published in 1964, was in two parts : the 
first part dealt with 200 of the larger amongst the small units 
employing 200 workers or more, the second dealt with 396 
really smaller units employing 1-19 workers. Most of the latter 
units, as we shall see, employed less than 9 workers. We shall 
deal here with the second part of the report. 

The composition of the sample of the smaller units was as 
follows : Units employing (1) 10-19 persons 48 units 

(2) 5-9 persons 191 units 

(3) 4 or less persons 157 units 

Total 396 units 

Of these 396 units, as many as 135 did job work executing orders 
as they came, 101 units manufactured machine parts, 33 were in 
machine manufacturing, 24 were manufacturing nuts and bolts 
and the remaining 137 units were distributed amongst 8 other 
groups. 

That the typical ownership pattern of the small units is 
bound to be proprietary was clearly brought out by this survey. 
Out of 396 units, 277 were proprietary concerns, followed by 
102 partnership units. Only 17 were registered as private limi- 
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ted companies. Thus, there was not a single unit which could 
utilise public subscription to capital. 

The main reasons for the concentration of small engineering, 
units at a particular locality of Howrah city were (i) the steady 
flow of customers who knew Howrah as an area where the most 
multifarious odd jobs could be got done at one or other of its 
units, (ii) the facility to start with only few machines, because 
other machine jobs could easily be arranged with neighbouring 
firms. The interdependence between the different units was a 
remarkable feature of Howrah engineering units. It was this 
characteristic which induced a skilled craftsman with some little 
capital to start a shop with the hope, seldom fulfilled, that some 
day his enterprise might become big> 

The capital structure of these units is presented in table IS. 

Table 15 

Distribution of total capital of 396 units under different heads 


Item 

Total 

Per unit 


(in Rs 000) 

(in Rs) 

1. Fixed capital 



(depreciated book value): 



(a) plant and machinery 

4 630 

11,692 

(b) land and buildings 

1 100 

2,778 

(c) furniture and fittings 

200 

505 

Total fixed capital 

5 930 

14,975 

2. Current assets: 



(a) loans and advances, 



outstanding credit 

770 

1,944 

(b) cash in hand and with bank 

530 

1,338 

(c) value of unsold products 

520 

1,313 

(d) value of stock of raw materials 

600 

1,515 

Total current assets 

2 420 

6,110 

3. Total productive capital [(1) + (2)] 

8 350 

21,085 


Relatively low fixed capital per unit (Rs 15,000) even in these 
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engineering units may be noted: with about 6.2 workers per 
unit, only Rs 2,420 per worker. Another significant point to be 
noted is the very high proportion of current assets (or working 
capital) being blocked as <*loan^ and advances” and outstanding 
credit (about 32 per cent of total) most of which was outstand¬ 
ing credit. 

The problem of financing the units is illustrated by table 16. 
These data were based on information supplied by 92 amongst 
The above 396 small units which had shown some borrowing. It 
is apparent from the table that organised financial institutions 

Table 16 

Source of borrowing of the small engineering units, 

Howrah, 1961 

Total borrowing Borrowing Percentage 
Source by 93 units per unit distribution 


(1) 

(2) 

(3) 

(4) 

1. Organised institutions 

(total) Rs 

26 226 

Rs 273 

5.8 

(a) commercial banks 

1 950 

20 

0.4 

(b) government and other 

public agencies 

500 

5 

0.1 

(c) co-operatives 

23 776 

248 

5.3 

2. Informal institutions 

(total) 

424 688 

4 424 

94.2 

(a) dealers 

138 488 

1 443 

30.7 

(b) relatives, partners 

and friends 

106 600 

1 110 

23.6 

(c) money-lenders 

20 100 

209 

4.5 

(d) not specific but mainly 

money-lenders 

159 500 

1 662 

35.4 

Total 

450 914 

4 697 

100.0 


played an insignificant role in providing finance to these small 
nnits and that this was one of the main characteristics of what 
-we call the informal sector units. Organised financial institu- 
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tioQs provided less than 6 per cent of the total finance made 
available to these units while informal institutions provided 
more than 94 per cent. The share of private money-lenders 
alone was as high as nearly 40 per cent of the total. The source 
of finance, as may be expected* was integraUy linked up with the 
type of security offered for obtaining the loan. The pattern may 
be seen from table 17. By far the most important security that 
could be offered was “personal security.” This also was an im¬ 
portant characteristic feature of the informal sector and it was 
no wonder that with such security being the main type available, 
the main source of finance were personal friends, relatives and 
private money-lenders. Interest charged by money-lenders was 
about 36 per cent per year which was more than four times as 
high as the then prevailing rate from the organised instiiu- 
tional sector. This high interest rate, i.e. relatively high capital 
cost, is another distinguishing feature of the informal sector 
units. Thus, the capital market in which the small, informal 
units operate is qualitatively different from that in which the 
large formal sector units operate. 

In spite of all these difficulties of finance, income of these 
units was relatively high. This may be seen from table 18 show¬ 
ing the breakdown of material input costs for the 292 profit¬ 
making units among the 396 small units. From the point of 
view of the owners, the total cost incurred came to : inputs 
(Rs 3,616,000) plus wages (Rs 2,259,000) plus rent and other 
items (interest etc.) (Rs 264,000) or Rs 6,142,000. Thus their 
income or profit came to : total output (Rs 12,250,000) less total 
cost (Rs 6,142,000) or Rs 6,108,000 which represented a return 
of nearly 49 per cent over total sales. This rate of return was 
indeed very high but even that high rate enabled the owners to 
earn, in absolute terms, an income of Rs 20,253 per unit per 
year or an income of only Rs. 1,688 per month. In this connec¬ 
tion it may be remembered that this income represented not 
only profit but also, what in larger formal sector units would 
have appeared as, management cost, because proprietors of these 
units not only undertake the entire management work but also* 
often do direct production work. The report commented on this^ 
ptmi in a subsequent section that “the owner himself fulfils the 
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fimctions of the manager including that of works manager and 
combining the duties of an industrial engineer, sales manager 
and supervisor, along with the responsibility of procuring 
finance which is^by no means an easy job for a small man and he 
will take it as a bit hard on him if he is condemned as inefilcient 
according to some text book definition of sound management. 
Most of them would have been doomed if they had attempted 

Table 17 


Borrowing classified according to type of security offered 



Type of security 

Amount 

borrowed 

Per cent 
to total 

1. 

Ornaments 

Rs 19 850 

4.4 

2. 

Landed property 

3 000 

0.7 

3. 

Machinery 

7 788 

1.7 

4. 

Life insurance policy 

500 

0.1 

5. 

Personal security 

419 776 

93.1 


Total 

450 914 

100.0 


Table 

18 



Items of cost and income for 292 small 


engineering units earning profit 



Items 


Amount 




(’000 of Rs.) 

1. 

Input costs (total) 


3 619 


of which (a) raw materials 

* 2 925 


(b) fuel, electricity and 



packing 


344 


(c) tools and tool materials 

350 

2. 

Value of total output 


12 250 

3- 

Value added by manufacture [(2)—(1)] 

8 631 


of which (a) wage 


2 259 


(b) rent and other items 

264 


(c) profit 


6 108 
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anything of the sort contemplated in a text book of business 
management.” 

The remaining 104 units (which came to 26 per cent of the 
total number of units in the sample) did not show any profit. 
These were losing concerns. In this connection^ the survey report 
stated that while in the larger units belonging to the formal sec¬ 
tor* book-keeping losses were often due to failure to record all 
the items of income* the same is not, in the main, true for the 
informal sector units. Then the report stated : “The proportion 
of cases of genuine loss is somewhat higher among the smaller 
units than amongst the medium ones. Our investigation in the 
affairs in the second round revealed that in the first two or three 
years of its life, a unit is not at the height of its efficiency, and 
many of these small units are relatively new** (53 percent were less 
than five years old). Secondly* the “very small ones often receive 
only a part, sometimes a particularly small part of the market 
value of their output**. The last sentence reveals the most funda¬ 
mental characteristics of the small units, i.e. they operate in a 
different market where the price of their output is very much 
less than what it would have been in the normal, organised 
formal sector market. 

Another important characteristic of the small units was the 
amount of machine time they were forced to forego because they 
did not have suflBcient orders owing to various causes. On a 
snap study, it was found that 730 machines out of a total of 
2,107 (or 35 per cent) were idle. In addition, in a large number 
of cases the machines were working under-load. 

This widespread non-utilisation of physical capital, on the 
one hand, and the often very meagre amount of physical capital 
provided per worker in the process of production, on the other, 
render misleading the widely-used statistical measures of labour 
productivity (output or value added divided by the number of 
workers) and the capital/output ratio (value of existing fixed 
capital divided by the value of output or value added) which is 
the inverse of capital productivity. A more sophisticated 
measure of these concepts, a production function* say* of the 
Cobb-Douglas type, is also normally not free from the defects 
which are evident in simple two-factor ratios* although the 
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production function approach is conceptually more realistic 
l>ecause it explicitly takes into consideration the mutual inter- 
•dependence between capital» laboui* and output. 

Assuming linearity^ i.e. constant marginal productivities for 
-each of the two factors, capital and labour, and valuing capital 
at replacement cost, the report under study derived the following 
two production functions, one each for the medium and small 
junits : 

medium : u= 1.90 with a correlation of 0.86 

small: u=4.26lC®*®‘ a®**® with a correlation of 0.85 
where u=net value added by manufacture 
K=value of capital at replacement cost 
a=number of men employed 

It may be noted in passing that though the production func¬ 
tions for medium units suggested that the share of labour in 
value added should have been, under competitive conditions, 68 
per cent, in actual practice this share was less than half. This 
may be considered an inevitable situation in a labour surplus 
economy with extremely unorganised labour. Thus, even in the 
small units, the production function suggested that the labour 
should have received 49 per cent of value added, while the actual 
share of wage in value added was only 26 per cent. We shall 
refer to these production functions again while dealing with the 
next survey we are going to cover. 

This section may be concluded by mentioning some other 
interesting characteristics of these small engineering units at 
Howrah : 

(a) 62 per cent of owners were either skilled labourers or 
were in service before they started their respective units ; 

(b) 77 per cent of owners belonged to the Howrah district 
itself; 

(c) 69 per cent of owners started their unit with their own 
savings; 

(d) 46 per cent of the units occupied less than 500 sq.ft, 
each and only 14 per cent occupied more than 2,500 sq. ft. per 
unit; 

(c) average HP per power using unit (358 units) was 6.23 ; 
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(f) 81 per cent of the machines used 'were Indian, of which 
25 per cent were self-made ; 

(g) 44 per cent of the units worked at less than full capa¬ 
city and for 64 per cent of that was due to poor market 
demand ; and 

(h) only 33 per cent of the units could sell their goods at 
market prices. 

3.4. CMPO Survey of 1963/64 

The survey of manufacturing industry in the CMD conducted' 
by the CMPO in 1962/63 is perhaps the only industry survey 
conducted so far, at least in the state of West Bengal, which 
took into account the different characteristics of all the industry 
types in all size classes, from the smallest to the largest, in one 
survey. It pertains, however, to a particular area-—the Calcutta 
metropolitan district. Characteristics of the different strata and 
sub-strata can be compared with each other through the findings 
of this survey, but in a static framework with reference to the 
situation in a particular year. The analysis of the informal sector 
amongst the manufacturing units may usefully be strengthened 
with the data available through this survey. 

The CMPO survey was based mainly on the population 
frame provided by the 1961 census. For the purpose of the 
survey, the population of the industrial units in the CMD was 
grouped under: 

(i) 12 types of industries; 

(ii) four employment size classes, with a further subdivision 
into four sub-groups of the smallest employment size class ; and 

(iii) three sub-areas of the CMD, viz. Calcutta city, 
Howrah city and the remaining areas of the CMD. 

Thus, there were 12x4x 3= 144 strata for this survey. 

For the purpose of the present discussion the most interes¬ 
ting groups were the employment size classes which were as 
follows: 

A ; units employing 100 persons or more ; 

B : units employing 50 to 99 persons ; 

C ; units employing 25 to 49 persons ; and 

D : units employing 1 to 24 persons. 
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The last group was further subdivided into : 

Dj : units employing 11—24 persons and using power ; 

Dg : units employing 1—10 persons and using power; 

Dg : units employing 11—24' persons and not using power r 
and 

D 4 : units employing 1—10 persons and not using power. 

In accordance with our definition of the informal sector, 
the units belonging to subsectors Dg, D 3 and D 4 may* with 
minor adjustments, be said to belong to the informal sector. 
The data from this survey can, then, be conveniently grouped 
under three heads : 

(i) Large units belonging to groups A, B and C—all of 
which were covered under the Factories Act. 

(ii) Medium units, also covered under the Factories Act 
and belonging to sub-group Dj. 

The above two groups together, viz. A+B+C-hDi, may 
be said to constitute the formal sector. 

(hi) Small units belonging to sub-groups Dg, Dg and D 4 , 

These together constituted the informal sector. 

Almost all the data have been presented in the report for 
this survey for the four broad employment size classes and only 
some data have been presented with a further sub-division of 
the smallest size class. We therefore present here the data not 
only as per the regrouping suggested in the earlier paragraphs 
but also as per the four broad employment size classes. The 
latter will at least provide a trend of variation of a particular 
characteristic from a larger to the smaller-sized units and may 
provide us with sufficient insight as to its likely variation for the 
smaller-sized unit within the last size class. 

Let us start presenting the results of the survey with a very 
interesting finding. In the course of conducting the sample 
survey in 1963, on the basis of samples selected from a 
population listing of 1961, it was found, amongst other things, 
that a large proportion of sample units, responsible for more 
than 10 per cent of total employment in CMD industries in 
1961, “died” during the two years 1961/62-1962/1963. But this 
“death” was not equally distributed between the different size 
classes. This may be seen from table 19. 
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Table 19 


Proportion of employment in each group 
lost due to death of units, 1961/62—1962/63 
(Per cent) 


Employment size 


class 

Calcutta 

Total CMD 

(1) 

(2) 

(3) 

A (100 + ) 

0.8 

3.1 

B (50-99) 

8.6 

8.7 

C (25-49) 

9.4 

9.5 

D (1-24) 

18.4 

23.6 

Total 

11.6 

10.5 


It is clear from the above table that the smaller the size, the 
higher the probability of death, and looking at the big increase 
in the probability with the size class D, it can be surmised with 
sufficient confidence that the smaller amongst those in the size 
class D must be suffering from an even higher rate of mortality. 

According to the census list (October, I960,) there were 
32,308 industrial units in Calcutta city of which 31,240 or 96.7 
per cent of the total, belonged to the size class D and accounted 
for 54 per cent of total employment in industry. Thus, in 
numbers of units and employment, the predominant form of 
private enterprise, even in the city of Calcutta proper, was small 
enterprise belonging to the informal sector. Of the 7895 units 
closed down during 1961/62, about 98.9 per cent were small 
units. These 7809 closed small units constituted 25 per cent of 
all the small units existing in October 1960 in Calcutta city. 

It may be clear from the above how mercilessly the economic 
system now existing in India is destroying the main form of 
private enterprise operating in the country. Private enterprise 
is being destroyed, not due to the operation of the public sector, 
but, as we shall see later, due to lack of operation or inefficient 
operation of the public sector. We shall argue later that a 
decisive and properly oriented intervention of the public sector, 
of the Government, h an essential pre'Condition for saving 
amall enterprise in the country. The relatively higher rate of 
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mortality may, thus, be taken as the first important characteristic 
of the units in the informal sector. 

Total employment in the industrial units in the CMD in 
1961 was 904,000, of which 239,000 were in Calcutta city 
proper. Despite death of units during 1961/62—1962/63, the 
units which survived up to 1963 ofiered employment to 926,000 
persons. This means that the units which survived expanded at 
a rate which could more than balance the loss in employment 
due to death of units. But this rate of expansion was not the 
same for all the employment size classes. The pattern may be 
seen from table 20. 


Table 20 

Employment by size class, 1961/62- -1962/63 
(in ’000 and per cent) 

Employment Calcutta Total CMD 


% % 


size class 

1961/62 

1962/63 change 

1961/62 1962/63 

change 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

A(lOO-f) 

73.6 

92.6 

25.8 

526.0 

619.5 

17.1 

B (50-99) 

16.3 

17.4 

6.7 

35.9 

34.1 

— 5.0 

C (25-49) 

20.3 

25.5 

25.6 

33.5 

53.8 

60.6 

D(l-24) 

129.1 

93.8 

-27.3 

308.2 

218.4 

—29.1 

Total 

239.3 

229.2 

— 4.2 

903.6 

925.8 

2.5 


Combining the above two tables we find that, despite a loss 
of employment due to death of the unit by 3.1 per cent in the 
size class A in the CMD, there has been a net increase in 
employment in this size class as a whole by plus 17.1 per cent 
due to expansion of employment of the remaining units. This 
means that, in absolute terms, the large units in the CMD 
employed 526,000 persons in 1961 ; by 1963 some of these units 
employing about 16,000 (3.1 per cent of 1961 employment) died 
and the remaining units employing 510,000 in 1961 expanded by 
1963 to an employment level of about 620,000 denoting a rate 
of expansion of employment by 21.6 per cent in two years or 
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10.8 per cent per year. The rates of expansion for the surviving 
units in the different size classes are presented in table 21. 


Table 21 


Rate of expansion of employment of the units existing in 
1961 and surviving up to 1963, in the different size 
classes, Calcutta and CMD, 1961/62—1962/63 

(in »000) 


Calcutta CMD 


Employment 

size Employment % Employment % 


class 

1961 

1963 

change 

1961 

1963 

change 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

A (100+) 

73.0 

92.6 

26,8 

509.7 

619.5 

21.5 

B ^50-99) 

14.9 

17.4 

16.8 

32.8 

34.1 

4.0 

C (25-49) 

18.4 

25.5 

38 6 

30.3 

53.8 

77.6 

D (1-24) 

105.3 

93.8 

—10.9 

235.5 

218.4 

— 7.3 

Total 

211.6 

229.3 

8.4 

803.3 

925.8 

14.5 


The columns depicting percentage change of employment in 
table 21 clearly demonstrate that the small units only, which 
showed a negative growth rate, must have been suffering from 
distinctly different maladies which did not haunt the large and 
medium units. This brings out the second most important 
characteristic of the informal sector units, viz. relative and 
absolute inability even for the surviving small units to expand 
themselves. We shall discuss later the great disadvantage from 
which these small units suffer. Against that background their 
inability to expand may appear in a different light, viz. the 
'doggedness with which the small informal units were fighting for 
survival, because for them, it was literally a question of life and 
death. This doggedness born out of very grim reality, may be 
considered as the third important characterstic of the informal 
sector. 

We may now take up a detailed study of the “survey uni¬ 
verse” of industrial units in the Calcutta area which existed in 
1961 and continued to exist in the same location up to 1962/63. 
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It was this survey universe which was stratified according to the 
4lesign discussed earlier. 

Table 22 presents the volume of employment in the formal 
and informal sectors* as we have defined them* separately from 
Calcutta city and the CMD as a ’ whole covering the ^‘survey 
universe”. 


Table 22 

Volume of employment claimed by different sectors in 
the manufacturing industry in Calcutta and in 
CMD survey universe, 1962/63 
(in ’000) 



Total employment 

Sector 

Percentage distribution 
of total employment 


Calcutta 

CMD 

Calcutta 

CMD 


(1) (2) 

(3) 

(4) 

(5) 

1. 

Formal sector (total) 






(A + B + C + Di 

176 

788 

76.9 

85.1 


(a) large units 






(A+B + C) 

135 

707 

59.0 

76.4 


(b) medium units (D^) 

41 

81 

17.9 

8.7 

2. 

Informal sector 






(total) 

53 

138 

23.1 

14.9 


(a) Dg : 1-10 persons 






with power 

17 

26 

7.4 

2.8 


(c) Dg : 11-24 persons 






without power 

19 

69 

8.3 

7.5 


(c) D4 : 1-10 persons 






with power 

17 

43 

7.4 

4.6 

3. 

Grand total 

229 

926 

100.0 

100.0 


In studying table 22* as well as the others which will follow 

in this section, it should be remembered that these tables did 

not take into account the 

employment of the new units born 

4uring 1961/62-1962/63. 

Because the 

birth rate 

of new 


units in the small and informal sector* as we shall see later in a 
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dififerent section, is much higher than that in the medium and 
large units, the relative share of employment of the small and 
informal units in the totality of all the units existing in 1963, 
must have been higher than what may appear from the above 
table. Moreover, the small units which could survive at least 
two years are certainly relatively more “sturdy” and more effi¬ 
cient than the over-all average of the small units. 

According to table 22, 23 per cent of industrial employment 
in the survey universe in Calcutta city and 15 per cent of that 
in the CMD as a whole was in the informal sector. A relatively 
higher concentration of informal sector units in Calcutta city 
may be noted. 

In table 23 below, the more important characteristics of the 
industrial units in Calcutta city survey universe, as defined 
earlier, are presented. What may strike one as improbable in 
this table is the relatively high use of capital by the smaller 
units. If we start with what may be called perhaps the scarcest 
resource in the metropolis, viz. space, it is found that, on an 
average, the smallest sized units (size class D) used nearly twice 
as much space as was used by the largest sized units (size class 
A). It appears that smaller the size, the higher was the space 
per employee. The reason behind this higher rate of space use, 
and, as we shall see later, also of other elements of capital use, 
by the smaller units was not investigated in this survey, because 
when the survey was designed, no one expected such, a result. 
The survey report advanced a hypothesis for explaining this^ 
phenomenon. It runs as follows : The higher space use per 
employee was a resultant of: 

(a) absence of multiple shift working in small units ; while 
in many of the large units, 2-3 shifts per day was a normal 
phenomenon. Therefore, while the same space or machine could 
be used more than once by more than one worker in the 
different shifts in the larger units, this was not done in the 
smaller units. Thus while in “D” class units, 91 per cent of the 
total workers in that class belonged to single shift units, the 
corresponding proportions for the size classes A, B and C were 
respectively 36, 68 and 89 per cent. 

(b) When a factory was started, expectation of its expan* 
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sion played a role in deciding the amount of space earmarked 
for it. So far as the small units were concerned* as most of t^e 
units were new* their expectation of expansion either did not 
get time to be fulfilled or* worse* their average employment 
contracted over time. The opposite happened for the larger 
units. It may be remembered that during the two years 1961/62 
—1962/63* employment in small units decreased by 11 per cent 
while the same had increased by 17 to 39 per cent in the large 
and medium units. Owing to the time lag in changing the 
amount of space with the change (particularly when the change 
was in negative direction) in employment* space* per worker was 
bound to be relatively high for smaller units. 

(c) Knowledge of space planning must have been more 
deficient with the smaller units than for the larger ones and that 
also might have led to an inefficient* high space use for small 
units. 

(d) The industries requiring relatively larger space might 
have accounted for a relatively larger proportion of small units. 
Thus, the industry with the highest amount of space per worker 
(1,037 sq. ft.)* viz. food, claimed 47 per cent of its employment 
in the small units ; the industry with second highest space per 
worker (763 sq. ft.), viz. miscellaneous other industry, claimed 
89 per cent of its employment in the small units. On the other 
hand, the industry with the smallest amount of space per worker 
(128 sq. ft), viz. printing, claimed only 40 per cent of its workers 
in the small units. Again, the industry with second lowest 
amount of space per worker (224 sq. ft.), viz. engineering, 
claimed only 32 per cent of its workers in its small units. 

What has been said above about the reason behind the 
relatively higher amount of space use in small units is also 
applicable with regard to use of other fixed assets. An added 
factor in pushing up the money value of* particularly* land and 
building for the small units was the relatively much higher rent 
it had to pay for the space it rented. This high rent became 
reflected in higher capitalised value of land and building. The 
small units* by their very nature, want to remain as near to the 
oentre of demand as possible. It was necessary for the type of 
business they did and also because their daily production was 
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not sufficient to engage regularly any unit of modern trans¬ 
portation (lorry, railway wagon etc.). They have to depend on 
what may be called informal sector transportation, such as push 
•carts, rickshaws or even just ^ “coolie”. The vital role this 
informal sectc^ transportation plays in enabling the small indus¬ 
trial ' units to function in and around the metropolis is very 
•often lost sight of. The rent cost for the small units is also high 
because relatively a far larger number of these units were new 
and hence had to pay higher rent, while the older units often 
paid rent at a lower rate, contracted earlier. Moreover, the 
proportion of .units in rented sheds was far higher for the 
smaller units, as indicated in table 24. 


Table 24 

•Proportion of rented units amongst new and old units in the 
different size classes, survey universe, Calcutta city, 1962 

(Per cent) 

Proportion of rented units amongst 

Employment “Old” units started *‘New” units started All combined 
size class before 1956 during or after 1956 


A (100+) 

77.9 

56.8 

71.1 

B (50-99) 

91.8 

84.3 

89.2 

C(25-49) 

79.8 

96.5 

84.1 

D (1-24) 

97.7 

97.5 

95.5 

All Combined 

92.4 

97.6 

94.8 


Remembering what has been stated above, we may now go 
1>ack to table 23. It is clear from that table that while fixed 
•capital (equipment plus land and buildings) per employee in the 
small units in size class D was as high as Rs 6,951 per employee, 
it was almost exactly half of that (Rs 3,473) for the larger units 
in size class A. Thus, in the Calcutta area in 1962, the small 
units were significantly more capital intensive compared to the 
large units. An additional reason for the higher capital inten< 
eity for the smaller units arose because in calculating the value 


52 CALCUTTA AND RURAL BENGAL : SUKIX SECTOR SYMBIOSIS 


of fixed capital, its depreciated book value was taken into 
account. This made the value of fixed capital relatively higher 
for the small units because most of those units were relatively 
new. 

That the phenomenon of higher capital intensity for small 
units was not peculiar to Calcutta city, but was also prevalent, 
though not to the same extent, in the other areas of the Calcutta 
metropolitan district as well, is evident from table 25. 


Table 25 


Fixed capital per employee in different size classes in the 
different areas of CMD survey universe, 1962 

(in Rs.) 



Area 

Fixed capital per employee 
in the size class 


A 

B and C 

D 

Total 


(1) 

(2) 

(3) 

(4) 

(5) 

I. 

Calcutta city 

3 473 

2 407 

6 951 

4 696 

2. 

Howrah city 

3 575 

1 956 

2840 

3 204 

3. 

Other areas of CMD 

3 623 

4 293 

2 597 

3 483 


Total CMD 

3 597 

3 105 

4 485 

3 760 


This phenomenon of higher capital intensity for small units 
is being emphasised here not only because it is contrary to wide¬ 
ly held belief, but also, and mainly, because it is necessary to 
point out that this higher intensity was due not so much to 
technological reasons, but to the socio-economic institutional 
factom. We shall take up this issue in a later chapter and also 
in the discussion of capital productivity below. 

How the small units are handicapped by lack of finance may 
be clear from table 26 showing the volume of working capital 
per employee. 

It may be seen that for the CMD as a whole, an average 
small unit could get hold of less than half of theworking^capital 
per employee compared to what could be obtained by the large 
and medium units. And that was despite the fact that value of 
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Table 26 


Working capital per employee in the different size classes 
in the different ardas of CMD, 1962 
(in Rs.) 


Amount of working capital 
per employee in size class 


Area 

A 

B and C 

D 

Total 

(1) 

(2) 

(3) 

(4) 

(5) 

1. Calcutta city 

6 091 

3406 

4111 

4 779 

2. Howrah city 

5 795 

4 129 

1 208 

4 583 

3. Other areas of CMD 

5 022 

7 621 

1 282 

4 517 

Total CMD 

5 245 

5165 

2 492 

4 588 

input per unit of output in the small units, in 

all the 

areas of 


CMD, was actually higher than those for larger units, indicating 
higher need for working capital for smaller units. It is no 
wonder, therefore, that output and value added per worker or 
per unit of fixed capital would tend to be relatively lower for 
smaller units. 

Gross value added (i.e. value added including depreciation) 
per employee, as expected, was much lower in the small units 
■compared to the larger ones. But the wage level was not lower 
in the small units to the same extent, and that further reduced 
non-wage income or surplus per employee in the smaller units. 
The relevant data for gross value added and gross surplus (i.e. 
gross value added minus wage) per employee are presented in 
table 27. 

In a labour-surplus, capital-scarce country like India, a more 
relevant measurs of efficiency is value added and surplus per 
unit of capital invested, rather than per unit of labour. Such 
an estimate is presented in table 28. It may be seen from table 
28 that while in Calcutta city proper, the small units appeared 
to be suffering from low capital productivity, the situation in 
other areas, particularly in Howrah, was favourable for the small 
units. Taking the CMD as a whole, despite the innumerable 
difficulties the small units had to face, capital productivity in 
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Table 27 

Gross value added (GVA) and Gross surplus (GS) per employee 
in different size classes in the different areas of CMD, 1962 

(in Rs.) 


Amount per employee in the size class 



Area 

Item 

A 

B 

C 

D 

Total 


(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

1. 

Calcutta 

GVA 

4 940 

3 800 

4 002 

3 205 

4 040 



GS 

3 352 

2 720 

2 200 

2 221 

2 794 

2. 

Howrah 

GVA 

3 700 

4 200 

3 300 

2 200 

3400 



GS 

2 100 

2 700 

2 200 

1 000 

1 900 

3. 

Other areas GVA 

4 130 

2 984 

2 844 

1 593 

3 618 



GS 

2 763 

2 006 

2 036 

711 

2 363 


Total CMD GVA 

4 212 

3 526 

3444 

2 331 

3 699 



GS 

2 794 

2 446 

2 475 

1 377 

2 429 


small units was not very much lower compared to the large and 
medium units. 

Of the various difficulties of the small units, if we can remove 
only one, viz. constraints to utilisation of full capacity, then we 
may be able to discover the real technological position of the 
small units vis-a-vis the larger ones. In my doctoral disser¬ 
tation prepared under the guidance of Prof. J. Tinbergen {Implic¬ 
ations of capacity utilisation : A study of the Calcutta Metro¬ 
politan District)^ it was shown that taking the CMD as a whole, 
the space per worker for small units employing 5-24 workers, 
could be reduced from 740 sq. ft. to 190 sq. ft. if these units could 
use their full production capacity. The corresponding reduction 
for the large units employing 100 or more workers would be 
from 510 to 210 sq.ft, only. Similarly, with full capacity uti¬ 
lisation, value of machinery per worker could be reduced from 
Rs 1,762 to Rs 451 in those small units ; for large units, the 
corresponding reduction would be from Rs 2,057 to Rs 861, 
With respect to capital productivity also, it was shown that book 
value of plant and equipment per Rs 1,000 gross value added 
could be reduced from Rs 775 to Rs 199 for small units, the 



Table 28 

Gross value added (GVA) per Rs. 1.000 of plant and machinery and also per Rs. I,00( 
productive capital (PC) in different size classes in the different areas of CMD, 1962 
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corresponding reduction for the large units would be from Rs 
456 to Rs 187. The above data are summarised in table 29, 
With full capacity utilisation, the small units would be at least 
as efficient as the large units, not only from the point of view of 
generating employment per unit capital, but also from that of 
generating income or value added per unit capital. 

The gap between employment and income actually realised 
and the potential at full capacity as estimated for the above 
study is shown in table 30. The inability to utilise the already 
existing and installed production and employment capacity resul¬ 
ted in depriving the then Calcutta area of an*additional income 
of nearly Rs 6,700 million (or an additional income of more than 
Rs 1,000 per capita per year for the people of that area) and of 
an additional productive employment of 1.6 million (the level 
of unemployment in the then CMD was less than 0.6 million.) 

Table 30 

Estimated level of income and employment in different size 
classes of CMD industries and their corresponding full 
capacity potential, 1962 


Volume of income Volume of employ- 
(Rs. million) ment (*000) 


Employment size class 

Actual 

1962 

Full capacity 
potential 

Actual 

1962 

Full capacity 
potential 

1. Units employing 100 

plus workers 

2 790 

7 343 

619 

1 478 

2 . Units employing 25 to 

99 workers 

354 

1 276 

88 

317 

3. Units employing 5 to 24 
workers 

434 

1 691 

191 

746 

Total units employing 5 and 

above workers 

3 578 

10 316 

898 

2 541 


This section may be concluded with a brief reference to the 
differences in the various characteristics between the different 
sub-groups within the small units in size class D. As mentioned 
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earlier, there were four sub-groups in this size class, viz : : 

units employing 11-24 persons and using power, Dj: units em¬ 
ploying 1-10 persons and using power, Dj: units employing 
11-24 persons and not using power, and Dj ; units employing 
1-10 persons and not using power. It may be remembered that 
the D class units employed 94,000 persons in the Calcutta sur¬ 
vey universe, and the total for theCMD as a whole was 219,000. 
The pattern of their distribution may be seen from table 31. 
Table 31 and Table 32 should be placed before we start re¬ 
section 3-5. 


Table 31 

Employment in the four different sub-groups of small 
units in size Class D, CMD survey Universe, 1962 

(in ’000) 


Total employment in the units in the sub-class 


Area 

Di 

D2 

D3 

D4 

Total 

D 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

Calcutta city 

41 

17 

19 

e7 

94 

Howrah city 

9 

4 

1 

3 

17 

Other CMD 

31 

5 

49 

23 

108 

Total CMD 

81 

26 

69 

43 

219 


(31.0%) 

(11-9%) 

(31.5%) 

(19.6%) 

(100.0%) 


Table 32 


Gross value added per employee in different sub-classes 

(in Rs.) 

Gross value added per employee in the sub-class 



Di 




Total 


D2 

Da 

Da 

D 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

Calcutta 

4 700 

2600 

3 000 

1 200 

3 200 

Howarh 

2 600 

2 000 

1 400 

800 

2 200 

Other CMD 

1794 

1 742 

1 445 

1 610 

1 593 

Total CMD 

3 338 

2 308 

1 870 

1 386 

2 360 


Table 32 presents the gross value added per employee in the 
different sub-classes of D-size class. 
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3.5 Economic survey of small industry, West Bengal 
1965/66 

In 1965/66, the Bureau of Applied Economics and Statistics 
conducted a survey of non-registered industrial units (i.e. infor¬ 
mal sector units). The main findings of this survey are given in 
reference table E, a brief summary of which is presented in table 
33. The total universe for this survey consisted of 494,556 
units. 

As is usual for average informal sector units, particularly 
those in the rural areas, the income from the unit of the owning 
family was, on an average, less than even the imputed wage of 

Table 33 

Characteristics of informal sector industrial units. 

West Bengal, 1965-66 


Item Amount per unit 

1. Average number of workers employed 2.25 

of which (a) family labour 1.88 

(b) hired labour 0.37 

2. Value of assets (Rs) 1 421 

3. Total value of production and work done for 

others (Rs) 4 043 

4. Total cost of inputs (Rs) 2 4S4 

of which (a) raw material 2 151 

(b) fuel, electricity and lubricant 152 

(c) work done through others 151 

5. Total man-months worked 

(a) hired labour 3-50 

(b) family labour 16.24 

6. Depreciation (Rs) 117 

7. Net value added by manufaeture [(3)—(4)—(6)1 (Rs.) 1 472 

of which (a) wage of hired labour, including casual 

labour 391 

(b) imputed wage of family labour 1 gi4 

(c) rent and interest 53 

(d) profit for the entrepreneur — 78fr 
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family labour^ Taking total labour, both family and hired, net 
value added per man-month came to only Rs 74.57. This was 
an extremely low labour productivity but considering the leval 
of income and, hence, of the level of living in India, the above 
income might not be considered inconsiderable, particularly if 
it was supplemented, as was often the case, by other income of 
the family. 

Calcutta city claimed 31,115 such units or only 6.3 per cent 
of the total units in West Bengal. But in some of the specific 
industry groups, shares of Calcutta city were much higher as 
may be seen from table 34. 


Table 34 


Share of Calcutta city in the number of units in some selected 
informal sector industry groups, 1964/65 



Industry group 

Calcutta 

West 

Bengal 

Calcutta as 
% of West 
Bengal 


(1) 

(2) 

(3) 

(4) 

1 . 

Footwear, made up textile 
goods and leather products 

6 767 

44 220 

15.3 

2 . 

Paper and printing 

3 420 

4 750 

72.0 

3. 

Rubber and chemical 
products 

786 

1 973 

39.8 

4. 

Metal products 

3 406 

30 712 

11.1 

5. 

Electrical machinery 

1 456 

2 594 

56.1 


Transport equipment 

1 214 

10 035 

12.1 

7. 

Jewellery 

2 896 

15 894 

18.2 


Total seven groups of 
industries 

19 945 

no 178 

18.1 


Area-wise separate reports for this survey have not yet been 
compiled. Some steps have been taken to compile detailed in- 
•dustry-wise reports. Only one such report on the food industry 
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iias so far been published. The other industry reports including 
one for West Bengal as a whole have been compiled but not yet 
published. We wish to take up here all the published and so 
far unpublished reports because they do throw np some of the 
very important features of small, informal sector units which 
-were never tackled earlier or hereafter in any other survey. 

The most important of such findings revealed in the pub¬ 
lished report on the food industry relates to the role played by 
Government and its allied organisations in promoting industry 
and regarding the awareness of the units concerning the availa¬ 
bility of such help. 

It appears from the report that only 2,340 units or only 2.40 
per cent of the total number of food-industry units in West 
Bengal numbering 97,504 could receive any “assistance” irres¬ 
pective of the source of assistance. Out of these 2,340 units 
receiving assistance, only 3.03 per cent or 71 units received any 
assistance from Government and their allied agencies. These 
units represented 0.07 per cent of the total number of units in 
this industry. More startling, however, is the information on 
the knowledge of those units regarding the availability of such 
assistance from Government and government-sponsored organi¬ 
sations. Table 35 summarises the extent of knowledge these 
establishments possessed in this regard with respect to the vari¬ 
ous governmental organisations belonging to the State Govern¬ 
ment as well as to the Central Government. 

Table 35 provides us with a glimpse of how removed these 
informal sector units were from any sort of promotional and 
development activity being undertaken, often with huge publi- 
uit/and huge cost, by the Government and government-sponsored 
organisations belonging either to the States or to the Centre, 
often for the expressed purpose of helping these small units. 
The very first entry is crucial. Only 0.54 per cent of the units 
were aware that for obtaining any kind of government help it 
was necessary to have themselves registered with the Directorate 
of Industries—^now the Directorate of Cottage and Small-Scale 
Industry. This percentage could be so low because almost none 
of them was aware that Government provided any facility at aU. 
This is particularly painful not only because it meant that a 
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relatively huge expenditure being incurred for setting up and 
for running those ^‘developmental** organisations, specially 
meant for small industies, was most probably going to waste, 
but also because without a properly directed massive programme 
to provide initial help to all these units in inter-related fields 
'(such as supply of inputs, credit, training, marketing, etc.) it 
would not be possible to make the small units break out of 
their socio-economic institutional limitations and stand on their 
own feet. Designing a mechanism of providing such a package 
of help will constitute the central focus for realising in full, inter 
alia, the employment and production potential of these informal 
sector units. 


Table 36 


Range of variation between the different broad industry 
groups with respect to some selected variables, informal 
sector industry. West Bengal, 1965/66 



Items 

Range of inter¬ 
industry variation 




From 

To 

Ratio 

1. 

(1) 

Value of assets per unit (Rs.) 

(2) 

519 

(3) 

27 025 

(4) 

52.1 

2. 

Hired labour per unit (number) 

0.07 

2.96 

42.3 

3. 

Family labour per unit (number) 

1.23 

2.45 

2.0 

4. 

Total cost of inputs per unit (Rs.) 466 

15 845 

34.0 

5. 

Total depreciation per unit (Rs.) 

11 

732 

66.5 

S. 

Total value of output per unit 
(Rs.) 

1 147 

28 128 

24.5 

7. 

Total value added per unit (Rs.) 

596 

14 292 

24.0 

8. 

Total wage for hired labour per 
unit (Rs.) 

85 

5 828 

68.6 

9- 

Total imputed wage for family 
labour per unit (Rs.) 

745 

3 459 

4.6 

10. 

Total i^ofit per unit (Rs) 

•2 465 

4 719 

• 
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We may now go back to the statistical presentation of the 
details for the different industry groups for West Bengal as a 
whole. The relevant data on these industries are presented in 
reference table F. It may be seen from this reference table that 
there is a wide variation between the 15 broad industry groups 
with respect to each of the variables under discussion. Thusr 
value of assets per unit varied from Rs 327 in the miscellaneous 
group of industries to Rs 27,025 in the industry group **struc-' 
tural clay products”. The ranges of variation between the 
different industry groups for some of the more important vari¬ 
ables are presented in table 36. 

It may be be seen from table 36 that, leaving aside use of 
family labour, the range of variation with respect to each vari¬ 
able, presented above, was very wide. So far, as profit was con¬ 
cerned it was negative for ten groups and the highest loss was Rs 
2,465 per unit; there was net profit in the remaining five groups 
with highest profit per unit reaching the level of Rs 4,719. The 
loss in the unit did not, however, signify that the owners did not 
earn any income from the unit. It only signified, as we have 
observed earlier, that the income they earned was less than 
what they should have obtained as wage payment if they could 
get a wage even at the rate at which they themselves paid their 
hired workers. And as family labour time was nearly five times- 
that of hired labour in these informal sector units, the cheapness 
of the output of the informal sector results from an inhuman 
imderpayment of wages or income to its work force. The low 
price of informal sector products matched well, on the one hand, 
with the demand for mainly cheap, low quality industrial goods 
from the poorer majority of consumers. It also added to the 
profits of large, organised units who could u§e the cheap labour 
to produce at low cost more sophisticated products (as also the 
cheap products) for sale under their own well known brand 
names at relatively very high prices. Thus, by keeping the poor 
satisfied with cheap consumption goods, and guaranteeing at 
the same time an excessive profit for big houses controlling the 
market, the small units today play an essential role in making 
the present economic structure function. 

In contrast to the wide range of the variations presented 



REVIEW OF PAST SURVEYS OF INFORMAL SECTOR INDUSTRY 65 


Table 37 

Wage per man-month for the hired workers and net value 
added per man-month fori all workers in the different 
informal sector industry groups, West Bengal, 1965/65 

Industry group Wage per man- Total net 

month for hired value added 
workers per man- 

month of work 
(in Rupees) 



(1) 

(2) 

(3) 

1. 

Food 

84 

70 

2 . 

Beverage and tobacco 

99 

71 

3. 

Textiles 

94 

29 - 

4. 

Footwear, leather, etc. 

125 

200 

5. 

Wood and cork excluding 
(6) below 

121 

95 

6. 

Furniture and fixtures 

155 

84 

7. 

Paper and printing 

105 

109 

8. 

Rubber and chemicals 

105 

167 

9. 

Structural clay products 

244 

376 

10. 

Glass, etc. 

. 161 

45 

11. 

Metal products and general 
machinery 

130 

127 

12. 

Electrical machinery and 
appliances 

113 

124 

13. 

Transport equipment 

97 

111 

14. 

Jewellery, etc. 

91 

168 

15. 

Miscellaneous 

129 

38 


All industry 

112 

75 


above, the variation in wages paid per man month to the hired 
worker was relatively far smaller, asi shown in taUe 37, The 
5 
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table reveals thatt while in the informal sector as a whole, value 
added per man-month of work done was lower than the average 
wage the units paid to their own hired workers, in seven out of 
the total 15 ihdustry groups, the rate of value added was higher 
than the corresponding wage rate, although in two of these seven 
groups, rent and interest claimed such a high proportion that 
what remained as profit for the unit was actually lower than the 
imputed wage of family labour. Thus, only in five groups did 
the units earn income not only from the imputed wage of family 
labour but also from real net profit. In the remaining ten in¬ 
dustry groups the income of the units was far less than even the 
imputed value of wage of family labour. This tableclearly brings 
out that there was a wide gap between the different industry 
groups in respect of their average condition with respect to profit 
income. 

The average for the various industry groups presented in 
reference table F and the overall average covering all the industry 
groups presented above in table 33 hide very wide fluctuation 
between the sub-groups within each group as well as between 
different industry groups. Thus, round the average net valuo 
added per unit of Rs 1,162 per year in the food industry as a 
whole, its range of intra-industry variation was as wide as Rs 
118 to Rs 13,644. The ranges of variation between the different 
sub-groups within the same industry are presented in table 38 
which shows very wide variations in all the variables under study 
and much wider variation Jjetween the sub-groups within 
each industry than between different industry groups. The 
variation in wages per man-month was relatively smaller. 

Another interesting characteristic of the informal sector indus¬ 
trial entrepreneurs, more apparent in rural areas, was revealed 
in this 1965/66 survey. This aspect, however, was tabulated only 
for the Report on the Food Industry, In this industry group 
the average income of the families owning the industrial unit 
was Rs 2,096 per family per month (i.e. above poverty level); 
but of this average income, industry contributed only Rs 909 
or 43 per cent of the total. Their other main source of income 
^as agriculture. On an average each of these families owned 
nearly 1.88 acres (0.76 hectares) and, in addition, they leased-in 



Table 38 

Range of variation between the different sub-groups in each industry group with respect to 
some selected variables, infoimil sector industry, West Bengal, 1966 
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an additional net 0.21 acres (0.08 hectares) making their opera' 
tional holding equal to 2.09 acres (0.84 hectares) or little less- 
than the average holding per agricultural family (including land¬ 
less families) in rural West Bengal. This shows how closely rural 
industry was linked with the agricultural sector and how the in¬ 
come from informal sector industry supplemented the corres' 
ponding income from the agricultural and other sectors. Table 
39 shows the percentage distribution of the total family income 
by the different sourced. 

Table 39 

Percentage distribution of the total income of the 
families running small units by the source 
of their income, food industry. 

West Bengal, 1965/66 


/Source of 
Item / income 

Total 

Industry 

Agriculture 
and allied 

Trade 

Others 

(1) 

Income per family per 

ST” 

(3) 

(4) 

(5)” 

(5 

per year (Rs) 

2 096 

909 

844 

155 

188 

Percentage distribution 

100.0 

43.4 

40.3 

7.4 

8.9 


Like the other characteristics, the extent of dependence on 
industry as a sounoe of income also varied widely between 
the different sub-groups. Thus, in this food industry, in certain 
sub-groups—non-power using rice pounding, bread and cake, 
and biscuits and other bakery—the share of industry in total 
iimitly incometwas respectively as high as 88, 84 and 85 per cent. 
On the odm hand, the corresponding share in other sub-groups 
—cane gur and palm gur —were as low as 5 and 13 per cent 
respectively. 

Similarly, udth regard to land ownership, variation was from 
0.16 acres to 7.45 acres per family between the different sub^ 
^ups in food industry. With regard to leasing-in or leasing- 
out also, it was seen that while in average families in the 11 sub- 
^oups of the food industry, there occurred a net leasing-out of 
land varying from 100 per cent of the owned land to only 2.3 
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per cent, in six sub>groups only there occurred net leasing-in 
and it varied from 86 per cent of the owned land to only 10 
per cent. 

The entire phenomenon of the pattern of linkages between 
agriculture and rural informal-sector industry needs to be analy¬ 
sed more thoroughly but this, however, is beyond the scope of 
this report, concerned as it is with the employment potential in 
informal-sector industry in the Calcutta area. Nevertheless, the 
above discussion about the agriculture-industry integration 
should not be considered a digression because—as may become 
apparent later—the realisation of the full employment potential 
of the metropolitan informal-sector industry is vitally linked up 
with modernised agriculture, one of whose many facets will be 
integration of agriculture and industry in the rural areas. 

3.6. Survey of the non-registered manufacturing sector 
URBAN West Bengal 1970/71 

In 1970/71, the Bureau of Applied Economics and Statistics, 
Government of West Bengal, conducted two simultaneous sur¬ 
veys on unorganised manufacturing. One of these two covered 
all the industrial units employing one to four persons, on a sam¬ 
ple basis, situated in urban areas of West Bengal. The other 
one covered all the remaining units in the unorganised informal 
sector, viz., the units employing five to nine persons if using 
power or five to nineteen persons if not using power. This latter 
survey was also confined to the urban areas of West Bengal. 
Provisional, and as yet unpublished, data thrown up by these 
two surveys will be summarised in this section. 

The relevant data pertaining to the first survey are presented 
in table 40. The table reveals that in 1971 these very small units 
employed 116,000 persons in Calcutta city proper, and they 
constituted nearly 32 per cent of all such units in urban West 
Bengal as a whole. The corresponding share of these Calcutta 
city units in the total income generated was 39 per cent. The 
disproportionate domination of the city of Calcutta in this 
sphere may be clear from the above data. 

One of the main characteristics of these very small units in 
the informal sector is the domination of family labour in the 
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the owners —55 —3 —111 —169 32-5 

(d) Net income for 

working proprietors 38 18 71 127 29.9 
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working force. Of the estimated total employment of 116,000 
in these units in the Calcutta city area, 68,000 or nearly 59 per 
cent were family workers. The corresponding figures for urban 
West Bengal as a whole were 375,000 and 254,000. Thus in 
urban West Bengal, excludihg Calcutta city, 186,000 workers 
out of a total of 259,000 or nearly 71 per cent of the total, were 
family workers. 

The most important characteristic of this employment of 
family labour is that their earnings from the unit as worker- 
proprietors were less than what would have been their income 
from an imputed wage at the rate they themselves pay their 
hired workers. Thus, in Calcutta city, while the average wage 
per hired worker per year was Rs 1,375, the average annual 
income per family worker (including imputed wage) per year was 
as low as Rs 559, i.e. far less than even half of what they paid 
to their hired workers. The number of family workers per aver¬ 
age establishment being 1.59 ; the total family income from 
working and running the enterprise was Rs 889 per year. 

The poverty line, as defined in India now, is an income of 
about Rs 460 per capita per year at 1971 prices, or Rs 2,300 per 
family of five persons per year. It may be remembered in this 
connection that the Nutrition Committee, appointed by the 
Planning Commission, Government of India, recommended a 
figure of Rs 40 per capita per month at 1961 prices for defining 
the poverty level. Despite this recommendation Which, inciden¬ 
tally, would have put almost the whole of Indians population be¬ 
low the poverty line, the officially accepted poverty line was de¬ 
fined, without stating any rationale thereof, at Rs 20 per capita 
per month or Rs 240 per capita per year at 1961 prices. Due to 
the intervening price rise, the latter has increased to abdut Rs 
460 per capita per year in 1971. 

It may, thus, be seen that average income of the working 
proprietor families was less than 40 per cent of What was even 
officially defined as the poverty line. So far as the hired workers 
were concerned, assuming that there are 1.5 workers per family 
with five members at the same wage level, their total family in- 
cpme may be estimated at Rs 2,062, i.e. less than the poverty 
liae though* obviously, i^t to the same extent as their 
employers. 



72 CALCUTTA AMD RURAL BENGAL : SMALL SECTOR 8¥MB108» 


A further point to remembered in this connection is that 
in the previous table “gross value added’* has been calculated 
by deducting only the value of raw materials from the value of 
ou4>ut. The cost of depreciation, fuel, if any, used, etc., has not 
been taken into consideration because those data were not readi¬ 
ly availabte. As the incomes of the working proprietors were 
deduced by subtracting only the wage of hired workers from the 
above gross value added, it is clear that the actual income of the 
working proprietors was even less than what has been stated 
above* 

The conditions for all other areas were worse, with the poss¬ 
ible exception of Howrah. These data have been summarised on 
the basis of the assumption made above, as shown in table 41. 
The poverty levels of both the wage workers and particularly of 


' Table 41 

Estimated income per family of hired workers and of working 
proprietors from the small industrial units employing 
less than five workers in the different urban areas of 
West Bengal, 1971 
(in Rs.) 



Earning per year Calcutta 

per family 

Howrah 

Other urban 

areas 

Total urba: 
West Benga 

]. 

Hired workers (Rs.)* 

2 062 

1 731 

1 500 

1 748 

2. 

Working proprietors 
(Rs.) 

810 

1 581 

716 

806 

3. 

No. of family workers 
per unit 

1.45 

1.58 

1.^9 

1.61 


• It is assumed that there are 1*5 workers per family of five members 
in the hired workers’ families, earning the same wage. 


working proprietors, are apparent from the table and it becomes 
more apparent from a visit to the areas—^mostly slums—with a 
concentration of such units. What, however, would not become 
apparent either from the table or from just a visit to these areas, 
is that in many cases these extremely low levels of earning are 
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not a consequence of their technological inefficiency leading to 
production of inferior goods. With an in-depth study of these 
units, it becomes clear that many of these small units are the 
actual producers, manufacturers of goods which are ultimately 
marketed under well known, often internationally-famous, 
brand names ; in the public image, as well as officially, the latter 
appear as the manufacturing units but in practice they are partly, 
and often basically, nothing but trading units making large 
profits through marketing of goods actually produced by those 
anonymous “inefficient”, backward poverty-stricken producers. 
We shall deal with this point in somewhat greater detail later. 

Income or labour productivity is measured with reference to 
ex-factory price which may differ from the price paid by actual 
customers. For actually producing organised large units, the 
difference between ex-factory price and the price the ultimate 


Table 42 

Gross value added per worker, per unit of productive capital 
employment, and as a percentage of value of output, in 
the small units employing less than five workers, 1971 

(Rs.) 


Characteristic 

Calcutta 

Howrah 

Other urban 

areas 

Total urbas 
West Bengal 

1. Gross value added 
per worker 

897 

1 064 

375 

715 

2- Productive capital 
per worker 

922 

2000 

754 

901 

3. Gross value added 
per rupee of 
productive capi¬ 
tal employed 

0.97 

0.55 

0.76 

0.79 

4. -Gross value added 
per establishment 

2 217 

2 899 

1 321 

1 701 

3. Gross value added 
as percentage of 
total output 

30.8% 

18.6% 

25.6% 

26^0% 
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consumer pays may not be very wide. In this contest comparison 
of labour productivity or the capital-output ratio between the 
large and vei^ small units may have an economic significance— 
because these will demonstrate the actual money income received 
in those enterprises—^but it may not have much significance 
from the technological^ physical productivity point of view. 

The above observations need to be remembered while com¬ 
paring ratios presented earlier in this report, and also those 
presented in table 42. Very low gross value added per worker 
(including family workers), and also per establishment, may be 
noted and appraised in the background of what has been stated 
above. Also to be noted is the extremely low value for produc¬ 
tive capital required to employ one worker as well as that requ¬ 
ired to produce a unit of value added. The higher level of pro¬ 
ductivity as well as the higher level of investment for Howrah 
are due to the larger share of engineering units in the industry 
mix at Howrah compared to other areas. 

We may now take up the next group of informal-sector units^ 
employing five to nine workers, if using power, or five to nine¬ 
teen workers, if not using power. The relevant broad data for 
this group as a whole are presented in table 43. It may be seen from 
the table that although Calcutta city claimed only 38 per cent at 
the total units in the informal sector (excluding the units employ¬ 
ing one to four workers), its corresponding share of such power- 
using units was as high as 52 per cent. Again, Calcutta units 
*-claimed 51 per cent of total fixed capital investment, 50 per cent 
of total working capital, 43 per cent of total output, and 
46 per cent of total value added produced in those informal 
sector units in urban West Bengal as a whole. In reference tables 
G and H the relevant data, separately for each of the 20 major 
industry groups, have been presented respectively for Calcutta 
city and urban Howrah. A summary of these two reference 
tables with respect to the five most important industry group in 
these two areas, from the point of view of total net value added, 
is presented in table 44. 

These five industry groups claimed 48 per cent of employ¬ 
ment and 51 per cent of value added in their corresponding 
totals for Calcutta city. The corresponding shares in urban 
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Table 43 

Characteristics of small industrial units employing S to 19 
persons if not using power and 5 to 9 persons if using 
power, Calcutta and urban West Bengal, 1971 
(Employment in ’000 ; and value in Rs. million) 



Items 

Calcutta 

Rest of urban 
West Bengal 

Total urban 
West Bengal 

1. 

Number of units: 

(a) Total 

2 908 

4 705 

7 613 


(b) With power 

1 244 

1 142 

2 386 

2. 

Total employment 

23 

38 

61 

3. 

Total productive capital 

66 

63 

129 


(a) Fixed capital 

38 

36 

74 


(b) Working capital 

28 

27 

55 

4. 

Total input 

171 

241 

412 

5. 

Depreciation 

3 

3 

6 

6. 

Total output 

236 

319 

555 

7. 

Net value added 

63 

74 

137 


(a) Wages and salaries 

26 

31 

57 


(b) Surplus 

37 

43 

80 


Howrah were higher ; respectively 51 per cent and 73 per cent, 
owing to the far greater weight of the engineering industry in 
Howrah. In Calcutta, the share of all engineering industry 
groups in the net value added of the totality of all industry 
groups in this section of the informal sector was only 27 per 
cent; it was 66 per cent in Howrah. In absolute volume, 
however, even the informal sector engineering industry in Cal¬ 
cutta city was substantially bigger than that of Howrah. Thusr 
while the informal sector engineering units at Calcutta generated 
more than Rs. 14 million value added in 1970/71, the corres¬ 
ponding volume of Howra hwas below Rs. 14 million. Moreover, 
the industrial structure in Calcutta city was far more diversified 
than that for Howrah. Thus* in Calcutta, out of 20 industry 
groups, in seven there were more than 200 units each, and in 10 
there were more than 100 units each. In Howrah, there were 
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Characteristics of five important informal sector industry groups in Calcutta and urbai 
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Table 45 

katios relating to capital, labour and value added for five important informal sector 
industry groups, Calcutta and urban Howarh, 1970/71 

(in Rs.) 
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-only two industry groups with more than 100 units in each, and 
both of these belonged to the engineering industry groups. 

A comparison between these two areas with regard to capital 
per worker, value added per worker and value added per unit 
productive capital for the above five industry groups reveals 
interesting results. The relevant data are presented in table 45 
which shows that in all the five industry groups as well as for all 
the 20 industry groups taken together the Howrah area used 
less, and often substantially less, to produce unit income. The 
ratios for Howrah are also in general more favourable than for 
the Calcutta area. 

3.7. Condition of families 

In 1974, the Labour Department, Government of West 
Bengal, conducted a pilot study regarding the total income and 
expenditure of the families of workers engaged in Informal sector 
industries in Calcutta city. This was a small study covering 
only 123 workers in ten industry and trade groups. The relevant 
information obtained from the survey is given in table 46. 

The average size of these 123 families was 4.38 and they had, 
on an average, 0.28 earners, in addition to the sampled worker 
working in the informal sector. Thus, on an average, the earner/ 
dependent ratio in these families was 0.29, and these families 
depended mainly on the earning of the worker in the informal 
sector. Average income of these families come to Rs 3,052 per 
year or Rs 58 per capita per month. The income was no doubt 
low, but it was above what has officially been defined as the 
poverty line. Thus these families belonged, from the point of 
view of level of earning or of expenditure, to the upper 30 per 
cent of the West Bengal population, because it was estimated 
that even in 1972 70 per cent of the West Bengal population was 
below the poverty line. What this income for these fortunate 
families belonging to the upper 30 per cent of the population 
could provide them may be clear from the pattern of their expen¬ 
diture, and more concretely from the level of caloric intake as¬ 
sured by that expenditure pattern. The relevant data are presen- 
;.ted in t^ble 47. 

From table 46 it was clear that the total consumption expen- 
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per adult per day 

(calorie units) 1 586 1 682 1 707 1 608 1 326 1 478 1 620 I 765 1 754 1 576 
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diture of the families in the sample was slightly higher than total 
income, denoting a marginal net dis-saving. In spite of this dis¬ 
saving, however, their expenditure put them above the officially 
defined poverty line ; but it could provide them with an average 
calorie consumption of only 1,650 per day-while the minimum 
required for an ordinary adult is considered to be about 2,500. 
It is better not to raise the question of the protein needed to 
supplement the calories. 



Chapter IV 


SURVEY OF SLUM INDUSTRIES IN THE 
CALCUTTA AREA 


4.1. Introduction 

The survey of slum industries in the Calcutta area discussed 
in this chapter was undertaken in the first three months of 1974. 

It was specifically designed for the purpose of the present study, 
which was initially conceived, as stated in Chapter 1, as an 
investigation to find out the employment potential in the slum 
industry in the Calcutta area and the mechanism for realising 
this potential in practice. In course of preparing for the survey 
in designing and pre-testing the schedule, and in course of 
training the investigators (see Annex A), it gradually became 
clear to us that it was necessary to widen the canvas of the 
study even to fulfil the original limited purpose of the 
survey. However, in the survey schedule as such, this new 
consciousness could not be fully reflected. Nevertheless, the 
survey was very useful because it not only vitally supplemented 
the available information from other surveys, summarised in the 
previous chapter, but it also provided an opportunity to re-estab¬ 
lish direct, personal contacts between the staff of the State Plan¬ 
ning Board, Government of West Bengal, and the small units in 
metropolitan Calcutta. Such direct contacts with the highest 
policy recommending authorities are an essential pre-requisite 
not only for suggesting realistic and correct policies, but also 
for its relatively speedier and efficient implementation, once the 
policy is accepted by the Government. 

One of the vital aspects of the survey was concerned with 
finding out the specific difficulties faced by these units with 
regard to government help, credit, marketing, etc. But the rele¬ 
vant data on these points could not be gathered in a satisfactory 
way, and these were not even tabulated for the purpose of analy¬ 
sing the results of the survey. 

Out inability to obtam these vital pieces of information itself 
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was a very important finding. It provided us with an insight as- 
to the precondition for obtaining such information on a mass 
scale, as is normally expected in a census or a large sample 
survey. In a society where the poorer majority have to depend 
even for their very minimum livelihood, or for means to obtain 
that livelihood, on the richer few, it is not possible for the poor 
man to speak out in an explicit fashion to an investigator on the 
harsh, inequitable, unjust treatment he receives from the rich 
and from the powerful. A small unit supplying goods to a large 
industrial unit or to the trader or to the dadandar (a man who 
advances money or/and raw material against future delivery of 
produce, often at less than half the market price), cannot possib¬ 
ly speak out against the person concerned under normal circums¬ 
tances. This inability arises from the fact that if that powerful 
man concerned refuses to purchase the small unit’s goods even 
at that reduced price, the poor man will have no alternative but 
to keep his goods unsold and be completely ruined. So long as 
the choice is between thus getting ruined immediately, or leading 
a life subservient to the richer few controlling the market and 
the capital, hoping to survive at least for some time, most of the 
poor cannot but inevitably choose the latter alternative. This 
choice, however, does not save him permanently. As we have 
noticed in the previous chapter (sec. 3.4.), more than 12 per 
cent of the units had to succumb before the economic forces 
now operating which condemn the small units to purchase at a 
relatively higher price and sell at a relatively lower price. Only 
with the emergence of a third possibility, the possibility of free¬ 
ing themselves from the need for the “mercy” of the rich, when 

there will be a provision of easy and timely credit at a rate at 

« 

which larger units now get it, a guarantee of supplying an ade¬ 
quate quantity of appropriate inputs at a price at the proper 
time, just as the large units now manage to get them, and a 
guarantee of providing efficient outlets to market their finished 
goods at a price at which the large units now sell them in the 
ultimate market, may we expect an average poor producer—and 
almost all the slum producers are poor—to speak out openly 
regarding the causes behind the real difficulties they face. 

Most of these difficulties arise from the existing socio-ecoao- 
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;inic structure itself. Despite this, there are many difficulties 
arising from the pattern of functioning of present socio-economic 
institutions rather than from their existence as such. It is not 
only possible and necessary to modify the pattern in favour of 
the poor producers, it is mainly through such an attempt that 
the small producers can get themselves organised for contri¬ 
buting effectively to the vitally necessary process of basically 
changing the present socio-economic structure. Thus, for example 
it may not be possible to remove the difficulties that arise from 
the very existence and functioning of very powerful oligopolistic, 
mainly commercial, houses without changing the basic socio¬ 
economic structure, but it should certainly be possible to make 
the poorer producers aware of, and then take advantage of, the 
numerous good facilities which have already been created by the 
Government at a huge cost specifically for benefiting the poor. 
It is only through such an attempt that the poor producers may 
not only start to improve their lot to some extent, but may also 
begin to have a conviction that something much bigger can 
perhaps be achieved. 

Without such a conviction, it will not be possible for the 
small units to get themselves organised to achieve what is due 
to them, and to perform efficiently the role allotted to the in¬ 
formal sector by history in this part of the world, viz. to pro¬ 
vide a viable livelihood to the majority of the people. 

The above observation has been further confirmed from the 
rural areas by the work now being done in implementing the 
Comprehensive Area Development Programme (CADP). It has 
• been our experience that no plan for really benefiting the masses 
of the people can be prepared without an active involvement of 
the people concerned ; and the people, particularly from the 
lower strata, can participate in the planning process once they 
■can feel that something really is going to be done. The best 
way to make them feel this was to start really doing something 
^0 that the credibility gap could be removed to some extent. 
The key tasks for enabling the informal sector, in its major wing 
in the rural areas in the field of agriculture and cottage indus¬ 
try, as well as in its minor wing in the urban areas centred round 
small industry and trade, to perform its historic role are to 
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Utilise the facilities provided by the existing situation and to 
effect a basic change in the present situation* to provide a strong 
technical administrative organisation initially from outside and 
to develop the people’s own co-operative organisations eventual¬ 
ly to run their own affairs within one to three years, and to 
provide an optimum initial subsidy and then to make the people 
ultimately fully self-reliant and “credit-worthy”. 

Reverting back to our slum-industry survey,it maybe stated 
that despite our inability to generate adequate statistical, quan¬ 
titative information from the survey, the survey equipped us : 
(a) by providing vital qualitative information and understand¬ 
ing through some type studies in depth of some of the units and 
this understanding includes what can be said to be the prerequi¬ 
site for quantifying that qualitative information ; (b) by provid¬ 
ing the State Planning Organisation of the Government of West 
Bengal with a very living contact with the urban informal sec¬ 
tor, the contacts which are continuing long after the completion 
of the formal survey. This living personal contact may fulfil 
one of the preconditions mentioned above, viz., integrating 
planning with implementation for the mutual benefit of both. 
This is already being crystallised in what may be called a Com¬ 
prehensive Area Development Programme for urban areas, and 
by its very nature, the urban CADP, just like the rural CADP 
to which it will be complementary, will have to base itself on 
the small man working in the informal sector. Some of the 
initial stages of the crystallisation of this thinking may become 
apparent in a later chapter dealing with the programme for 
development of the West Bengal economy as a whole. 

The development of urban CADPs will create the basis, as is 
already happening in the case of rural CADPs, for small people 
themselves to come forward not only with their problems but 
also with an implementation plan for solving them. In this 
endeavour, this survey and the admirable band of social workers 
from the Calcutta Urban Service Consortium (CUSCON), the 
CMPO and the CMDA who carried it out will have played very 
useful roles. 
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4.2 The Findings of the Survey 

For the purpose of conducting the survey, slum areas with 
marked concentration of informal sector units were chosen and 
then grouped into the 11 zones shown in table 48. The original 
number of units selected was 640. 


Table 48 

Distribution of the sampled units by their location in 
different survey zones, survey of slum industries, 
Calcutta area, 1974 


Serial 

No. 

Name of survey zones 

No. of 

industrial units 


Howrah city North 

20 

2. 

Howrah city Central 

210 

3. 

Howrah city South 

101 

4. 

Cossipore, Baranagar, Paikpara, Datta 

139 

5. 

Bagan (northern suburb of Calcutta) 
Kidderpore, Matiaburuz, Santoshpore 

70 

6. 

(South-West Calcutta) 

Chetla (South-Central Calcutta) 

19 

7. 

Baithak Khana, B^ajabagan, Narikel- 

20 

8. 

danga, Fulbagan (Central Calcutta) 
Beliaghata, Manicktola, Bagmari 

19 

9. 

(North-East Calcutta) 

Entally-Park Circus (Central East 

7 

10. 

Calcutta) 

Jorabagan, Rambagan, Kumartolly, 

26 

11. 

Chorbagan (North-West Calcutta) 
Tangra-Tiljala (East Calcutta) 

9 

Total; All survey zones. 

640 


The survey zones were thus dispersed throughout Calcutta 
and Howrah cities and the immediate suburbs. During the course 
of the actual survey, nine mcnre units were added to make the 
sample size 649. These 649 units covered 56 types of industries 



Table 49 

Distribution of units and their employment by industry group and employment 
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ijvhich were then grouped under 12 broad industry groups. The 
survey results in the following paragraph will be presented in 
terms of the 12 industry groups. 

The 649 units together employed 4,446 persons. The distribu¬ 
tion of these units along with their employment by 12 industry 
groups and for the four following employment size classes has 
been presented in table 49 : 

size class 1—units employing 1-4 persons 

2— units employing 5-9 persons 

3— units employing 10-19 persons 

4— units employing 20 or more persons. 

It may be seen from the table that by far the most important 
industry group in the Calcutta area slums is the engineering 
industry which includes industry groups 10 (metal products) 
and 11 (machinery) in the table. These two groups together 
claimed more than 40 per cent of the total number of units and 
nearly the same propotion of employment in the units covered 
by this survey. As expected, most of the units in the slum areas 
were small and nearly 80 per cent of the units had less than ten 
persons per unit in those factories. But there were also quite a 
few (19) relatively large units employing on an average about 40 
persons. 

It is interesting to find out that even in the Calcutta area, 
more than 60 per cent of the units were not registered, either as 
a factory under the Factory Act (owing to the fact that they 
did not fall within the scope of the Act), or with the Directorate 
of Cottage and Small-Scale Industries. The latter registration 
is voluntary but only such a registration can enable them to 
receive any sort of government help. Out of 649 units only 
180, or less than 28 per cent, were registered with the Directo¬ 
rate of Cottage and Small-Scale Industries as a small-scale 
unit. The summary information on this point for industrial 
units taken together is given in table 50. 

This relatively meagre coverage of registration shows either 
that most of the units even in the Calcutta area are not aware 
■of the various facilities that the Government may be of¬ 
fering, or even if they are aware of the facilities, they do not 
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Table 50 


Distribution of the industrial units in the informal sector in 
selected Calcutta area slums, by the extent of registration 
with relevant government organisation, 1974 



Item 

Total 

No. of 

%of 



employment 

units 

units- 

1. 

Registration only as small-scale 





industries unit with Director of SSI 

1 601 

164 

25.2 

2. 

Registered only under Factory Act 

189 

20 

3.1 

3. 

Registered both as small scale and 





under Factories Act 

253 

16 

2.5 

4. 

Not registered 

2 393 

449 

69.2 


Total 

4 438* 

649 

100.0 


a There is discrepancy of eight persons in total employment figure. 


think that such facilities can actually be made available to them, 
or it is too troublesome to get themselves registered ; and hence 
their apathy in getting themselves registered. The other side of 
the picture is the lack of extension work even in Calcutta city 
by the relevant government departments for convincing the units 
that it may be possible to improve their functioning by getting 
government help. 

A very important aspect of this informal sector industry 
group may become apparent if we refer to the type of space the 
industries use for the manufacturing purposes. Leaving aside 
the four units for which data are not available, of the remaining 
645 units, only 241 or 37 per cent of the total units operate in 
spaces exclusively set apart for industry. The remaining 63 per 
cent of the units operate either from a space which is used main¬ 
ly for residence or used for both residence and industry. The 
relevant data in this connection are given in table 51. It may 
be seen that the industrial units operating from spaces meant 
for industry alone are only marginally bigger sized units with 
an average employment of nearly eight per unit, compared to 
the remaining units with an average employment of about six 
persons. 
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Table 51 

Extent of joint use of space of the different 
industrial units in the Calcutta area, 1974 



Item 

Employment 

Unit 

%of 

units 

1. 

Space mainly for residence 

1 042 

160 

24.8 

2. 

Both for industry and 
residence 

1 353 

229 

35.5 

3. 

Mainly for industry 

100 

15 

2.3 

4. 

For industry only 

1 918 

241 

37.4 


Total 

4 413 

645 

100.0 


(Relevant data for four units employing 33 persons not 
available) 

So far as the nature of construction of the sheds and 
buildings now being used by these informal sector units is con¬ 
cerned, it appears that as many as 72 per cent of the units work 
in a space in which only the roof is kucha i.e. the floor and the 
walls are of bricks and cement. The remaining units are more 


Table 52 

Distribution of the units by the availability of covered space 
per unit in the Calcutta area slum industries, 1974* 



Total covered 

No. of 

Total 

Per 

cent 


space per unit 

units 

employ¬ 

Units 

employ 


(in sq. ft.) 


ment 


ment 

1. 

Below 100 

Tio" 

497 

19 

11.4 

2. 

100-249 

184 

1 028 

29 

23.6 

3. 

250-499 

141 

870 

22 

19.9 

4. 

500 and above 

193 

1 966 

30 

45.1 


Total 

638 

4 361 

100 

100.0 


a Relevant data for 11 units employing 82 persons could 
not be gathered. 
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-or less evenly balanced, 15 per cent using all kucha sheds while 
the remaining 13 per cent use all pucca space. 

The congested conditions in which these small units operate 
may be seen from the fact that nearly 48 per cent of the units 
work with space below 250 sq. ft. per unit and only 30 per cent 
of the units had 500 sq. ft. and above per unit. As expected, the 
units with less space arc relatively smaller sized units while those 
with larger space per unit are relatively larger units. The rele¬ 
vant data are summarised in table 52. 


Table 53 

Distribution of the units by the number of 



days they worked during the year 1973 



No. of days 

No. of 

Total Percentage 


worked 

units 

employ¬ 

ment 

of units 


(1) 

(2) 

(3) 

(4) 

1. 

Below 100 days 

27 

150 

4.3 

2. 

100 to 199 days 

82 

438 

12.9 

3. 

200 to 249 days 

80 

590 

12.6 

4. 

250 to 299 days 

112 

844 

17.7 

5. 

300 days and above 

333 

2.353 

52.5 


Total 

634 

4 372 

100.0 


Table 54 deals with one 

of the most 

significant 

manifes- 


tations of underutilisation of capacity in small industries, the 
relative absence of multiple shift operation. What is in a way 
most striking in the table is that there is not much difference in 
the extent of multiple shift operation in the smaller three of the 
four size classes within the informal sector. While in the smal- 
(Icst two-size classes only 4.4 per cent and 4.6 per cent of the 
total employment in those size classes were in the units working 
multiple shifts, in the next higher class, employing 10 to 19 wor- 
acers, the proportion is only marginally higher; 6.6 per cent 


Table 54 


SURVEY OF SLUM INDUSTRIES IN CAIcUTTA 




<0 


a I 

6 I 

CD * 


5 2 


s 

m 


VO 


(M 


r- 


00 fn 

2 5 


^ s 


<s 


00 


•-I 2^ 

o 5^: 
^ 2 : 

CO 

Ills ^ 

rO -wM 

a 

2 ^ 

c!! « 

U-« 

o a 

JD «« 

a B 

^ ts 

c ^ 

•2 u 

rs 

5 ^ 

a 

2 •- 
•q. «« 

a ^ 

U u 

•o a 

a >. 

a o 

“ ’cL 

•5 a 

p « 

o ® 

a S 
.£ te 
p ’’S 


«> 

i 

I § 

*0 to 

^ S. 

o 

w 


Ov <o 

1-1 a 

2 i 

- g. 


CA 

o 

«« 


«n 


V 

o< 


T ° 

i ” 

^ Hi 


E 

« 


& I 

a 10 , 

(ti ' 


a 

O 


a 

S 

m 


a 

D 


tx 

B 

cu 


G 

P 


00 


o< 

E 

tu 


5 ® 


in 


m 


cs 


VO 

5 




2 


no 

00 


1^ 

oo 

VO 


•o 

«r> 

ts 


'S’ 


VO 

•r> 

n 


irt 

00 


IM 


Ov 

«n 


00 —' 


*s 

r- 


tv> ov 


•r> 'S’ 

I—( ^ 


—I M 

ov 


X 


X 


VO 


VO 

VO 

fS 


4> 

B 

O 


BO 

•5 >1 
g 

O o 
? itt 

e 


VO 

Ov 

1/1 


«s 


VO 

VO 


't 

«/i 


r/ 

VO 



O 

cn 

n 

773 



O 


so 





f^i 




O 



o 


u 

1- 

JG 







S a 

c 

•1^ 

BO 

B 
• «« 

>1 

cO 

•o 

•m 

C >> 

oD *a 

.a ^ 


ja -M 
—» 

T3 a 
B Q 

« E 

CO >» 

M 

IM 

u 

Gt 

,ic« a> 

Ii cu 


o 

dS 

(M 

2 « 

^ cs 

cd 

•M o 
§ 2 

CO 

•F^ 

*c 

- i 

• ••0 QO 

O 

H 

Cm E 
o » 

G 


a 





P 


5? 


't 


B 

_o 
—• 
CO 
l_> 
V 

o. 


M 

V 


9y 


Note : There is a discrepancy of four units. 



*94 CALCUTTA AND RURAL BENGAL : SMALL SECTOR SYMBIOSIS 


But in the size class having units with 20 and more workers, the 
corresponding proportion is as high as 59.6 per cent. In this 
size class also, the multiple shift units are the bigger ones with 
average employment of more than 66 persons. 

It may be seen from table 55 that 95 per cent of the small 
units in the Calcutta slum area operate in single shift and they 
together account for 89 per cent of total employment. Even if 
we leave aside the very small units employing less than five 
workers, and if the remaining single shift units could operate 
just two shifts, then employment would increase by 3,253 per* 
sons, an increase by 73 per cent of the total employment in all 
the units in the sample. However, apart from the basic const* 
raints for achieving fuller capacity utilisation in the inadequate 
supply of input and credit at the organised market price, there 
are other difficulties for these units for operating in multiple 
shifts. One is their direct linkage with residence : production 
space of 60 per cent of the units is also used for residence. An* 
other is that family based management makes it difficult to pro* 
vide supervision and management in a second shift; moreover, 
when there is sufficient work, the single shift often extends far 
beyond the normal 8 hours per day. 

Next we may take up the distribution of units by the amount 
of machinery, in money terms, used by the different units. It 
may be seen from the data in table 55 that 43 per cent of the 
units used less than only Rs 1,500 per unit for machinery and 
only 23 per cent of the units used more than Rs 10,000 per unit 
for the machinery. It should, therefore, be clear that there is a 
considerable amount of machinery even in the slum units and 
their productivity can certainly be dramatically increased if the 
various institutional constraints to which they are subjected can 
be removed. Total value of machinery of these 609 units came 
to Rs 6,149,000, of which only Rs 135,000 was foreign. Thus, 
these units had, on an average, Rs 10,000 worth of machinery 
per unit each with an employment, on an average, of 6*87 per* 
sons. This means that these units used only Rs 1,470 worth of 
machinery per worker of which, on an average, foreign machinery 
•constituted as little as Rs 32 per person. 

The extremely low value, compared to that in the organised 
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Tak.e 5S 


Distribution of industrial units by the amount of machinery 
used by them in Calcutta area slum industries, 1974 



Amount of 

No. of 

Total 

Percentage 


machinery used by 

units 

employ¬ 

distribution 


the unit (in Rs.) 


ment 

of units 


(1) 




1. 

Below Rs 500 

143 

676 

23.5 

2. 

Rs 500—1,499 

117 

612 

19.2 

3. 

Rs 1,500-2,999 

89 

586 

14.6 

4. 

Rs 3,000—9,999 

121 

808 

19.9 

5. 

Rs 10,000—24,999 

86 

773 

14.1 

6. 

25,000 and above 

53 

111 

8.7 



609 

4 182 

100.0 


sector, of both the actual, as well as the potential, value of 
machinery required to employ one person in the slum industries 
■and also the very low proportion of foreign machinery in these 
units, should be noted. Against the background of capital scar¬ 
city and particularly of foreign exchange, and growing unemploy¬ 
ment, the technology pursued in these units appears to have a 
very important significance for the totality of the economy. 

The total amount of working capital used by the totality of 
■649 units came to Rs. 9,219,000, i.e. Rs 14,200 per unit, which 
■came to only Rs 2,075 per employed person. 

Estimated value of owned land and buildings, which evident¬ 
ly includes the entire space used wholly or partly for industrial 
purposes, came to Rs 2,323,000. Corresponding monthly rent for 
the rented space came to Rs 44,000. Estimating the value of 
land and buildings of rented buildings as equivalent to ten 
years’ purchase, it came to Rs 5,280,000 for those rented 
buildings, making a total of Rs 7,603,000 for land and buildings. 
Assuming that 50 per cent of that space, on an average, was 
used for industry, per unit fixed capital for land and buildings 
‘•came to about Rs 5,900 per unit or Rs 855 per person. 
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The data above on capital use are summarised in table 57. 
The relevancy of the particular production technology pursued 


Table 56 


Capital use per establishment and per worker in the 
Calcutta slum industries, 1974 
(in Rs.) 


Item 

( 1 ) 

Estimated value of: 

(i) machinery 

(ii) land and buildings 
Total fixed capital 

(iii) working capital 

Total productive capital 


Amount per 

Amount 

establishment 

per worker 

(2) 

(3) 

10 000 

1 470 

5 900 

855 

15 900 

2 325 

14 200 

2 075 

30 100 

4 400 


by these slum units which needed only Rs 4,400 worth of produc¬ 
tive capital to employ one person even in the Calcutta area 
should be emphasised again. It may be mentioned that in the 
registered factory sector, only fixed capital per employee was 
more than Rs 15,000 in 1968 in India, i.e. more than six times 
that which prevailed in these slum units even in 1974. 

Total outstanding loans for these units came to Rs 1,742,000 
or Rs 2,648per unit. The distribution pattern by source 
of loan is presented in table 57. The average in the table do not 
reflect the reality properly. Firstly, loans from banks and 
Government were available to only a few units—but have been 
averaged over all the units. Secondly, information on loans^ 
from informal sources, particularly from private money lenders, 
more often than not, is not or cannot be divulged. 


4.3. Results from some Case Studies of Selected Units 

♦ 

The necessity for conducting selected case studies, as distinct 
from normal sample surveys, has been discussed at the beginn- 
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Table 57 

Pattern of distribution of outstanding loan per unit 
by its source, Calcutta area slum industries, 1974 


Source of loans Amount of average 

outstanding loans 
per unit 
(in Rs.) 

Percentage 

distribution 


(1) 

(2) 

(3) 

I. 

Bank 

1 572 

58.6 

2. 

Government 

269 

10.0 

3. 

Friends and relatives 

476 

17.7 

4. 

Private money lender 

174 

6.5 

5. 

Others 

193 

7.2 


Total 

2 684 

100.0 


ing of this chapter. Despite the relevance of the type of techno¬ 
logy in these informal sector industries in a capital-scarce, labour- 
surplus country like India, the earners engaged in the informal 
sector units—both the wage workers as well as the owner- 
workers—remained relatively very poor, mainly because this 
sector had to depend, in a way, on the mercy of the few large 
houses controlling modern industry, often with unnecessarily 
very high capital intensity and, what is more important, 
controlling the marketing system. The nature of this organised 
sector is such that it has become an economic necessity with 
them to depend for their excessive profit on the poverty of the 
informal sector, and the overall domination of this organised 
sector over our whole economy is the basic economic reason for 
the continuation of poverty in the informal sector. 

With very high capital cost, in terms of capital used per unit 
of output or per unit of employment, in large industry, along 
with relatively high wages which the organised workers could 
manage to get from these large houses, it would have been very 
difficult for them to sell their goods in the market if they were 
to produce all their goods, leading to very high cost of 

7 
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production. One way to reduce that cost of production 
for the large producers is to make use of a technology with 
lower capital cost and lower wage rate, so that the over-all cost 
of production goes down. This is the reason why these large 
“producers’* try more and more to have their goods produced 
cheaply in the informal sector. The benefit of this cheap cost of 
production, however, does not go either to the informal sector, 
or to the ultimate consumer. The existence of the large houses 
controlling the market ensures effectively that the informal 
sector producers hand over their produce to the organised sector 
for marketing the goods, they themselves have produced, under 
well-known, often internationally famous, brand names, at a far 
higher price. This “cost” of marketing often exceeds by far the 
total cost of production. This is the typical case of that part of 
the informal sector, which is modern, and produces—despite 
low capital intensity, low wages, unsophisticated factory shed, 
etc.—really skilled, sophisticated products which also often in¬ 
cludes embossing the labels or trade marks of the other larger 
factory under whose name the product will ultimately be sold in 
the market. This also applies to those who produce significant 
parts or components which are then assembled by the larger 
producer or some other sub-contractor engaged by the larger 
“producer”. 

The other part of the informal sector may be called tradi¬ 
tional and it produces cheap goods for the poorer section of the 
people. This poorer section of the people often does not gene¬ 
rate an effective demand even for their daily need of food and 
so it is no wonder that they can demand only very few indus¬ 
trial goods, and that also only if the latter can be supplied at a 
low price. The traditional informal sector takes a leading role in 
supplying whatever few non-agricultural goods the poorer majo¬ 
rity of our people can afford to demand. With this background, 
let us now look at a few typical cases. 

In a slum at Fulbagan (central Calcutta—see table 48) we 
found a small family-based footwear manufacturer. Besides 
working himself, with help from other family members, the 
owner provided employment to four adults and two children 
aged about 12 to 14 years. This whole group of workers sits in 
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a small room of about 120sq. ft. and manufactures* with a 
labour of eight hours per day, two dozen sophisticated sandals. 
The total wage bill for the six hired workers comes to Rs 16 per 
day, at the rate of Rs 8 per dozen, and this comes to an average 
wage of Rs 2.67 per day per worker which, at the 1974 price 
level in this part of India could fetch less than 1 kg. of rice in 
the open market. Because of this low wage and the informal 
way ^ey produce the goods, it is possible for the owner to sell 
his goods wholesale at the rate of Rs 130 per dozen or about 
Rs 11 per pair of sandals to a very famous “producer” of shoes. 
Those sandals are then marketed by the “producer” under their 
brand name at a rate of Rs 22.95 per pair or Rs 275.40 per 
dozen. The gap between the price at which the actual producer 
sells his produce and the price at which the middleman—though 
formally known as a producer—sells them to the sophisticated 
consumer may be noted. This is the gap which separates the 
market of informal sector goods and the market where the 
formal sector sells those goods to the ultimate consumer. 

In the same slum another footwear producer, employing four 
adults and one child, produces a more sophisticated variety of 
ladies’ sandals. These are mainly of two types : one type is 
sold to the middleman at a price of Rs 17 or 18 per pair, the 
other type at a price of Rs 30 or 32 per pair. The “middleman” 
sells these two varieties from sophisticated shops in downtown 
Calcutta at a price of Rs 32 and Rs 72 per pair respectively. 
This unit produces about one dozen pairs of shoes per day. 
The wage is about Rs 5 per day. 

A somewhat bigger producer unit in the same area, and 
employing about ten workers on a daily basis at Rs 5 per day, 
produces what is called the “hawain cb appal”. They supply 
this chappal at only Rs 15 to 18 per dozen to the wholesale 
traders who then arrange for their sale through retail agents at 
about Rs 60 per dozen. They could reduce further their cost of 
production, though most probably they would be unable to 
reap the benefit of the lower cost themselves. This cost reduc¬ 
tion could have been achieved if the small producer could get 
raw materials needed by him at a controlled rate. For example, 
one of the essential requirements is titaniam at the rate of 125 
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kg. per month. They purchase it at Rs 30 per kg. while the 
actual controlled rate is Rs 7.50 per kg. Again, so far as rubber 
is concerned, of which their monthly requirement is 500 kg., 
they purchase it at Rs 10.50 per kg., while the controlled rate is 
only Rs 7.50 per kg. Again, as regards another item of r4w 
material, viz. wax, their monthly requirement is only 150 kg. 
They purchase it at Rs. 3.50 per kg. while the controlled rate 
is Rs. 2.10 per kg. We find above the typical example of what is 
meant by operating in a different market so far as purchase of 
inputs is concerned. While the small producer can only go to the 
open or black market where the price is much higher, the large 
producers, who can easily have contacts with the authorities and 
can afford to maintain an organisation to establish such 
contacts, can get these raw materials at the actual controlled rate 
either through the Government or through the manufacturers. 

We may now take up a really sophisticated small-scale 
engineering unit in south Calcutta. We give below the items 
they used to produce and sell to internationally-famous “produ¬ 
cers” for their ultimate sale in the market. They used to pro¬ 
duce butterfly flow control valves for pipelines with 18-inch cast 
iron bodies. They used to sell it at the rate of Rs 2,200 to the 
famous “producer” who then used to sell it in the market at a 
price of Rs 5,100 per unit. Moreover, the smaller unit used ta 
supply his product on credit covering three months supply to the 
large producer. This meant that the working capital for the 
small producer was blocked reducing drastically the turnover of 
his capital, while the larger units required no additional working 
capital for purchasing the goods, thereby reducing drastically 
their own working capital need. This unit, as well as many 
other units which I had the occasion to visit, complained that 
the large producers often do not pay back the amount due 
within three months but take four or five months to pay the 
price of their produce. Another item they used to manufacture 
was a tapping machine which they used to sell to another very 
famous producer at Rs 1,300, minus 10 per cent discount, i.e. at 
Rs 1,170 per unit. The latter, however, used to sell it in the 
market at a price of Rs 1,875. A third item they used to pro¬ 
duce is a 5 h.p. wheat thresher which they used to supply to- 
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another internationally-famous “producer” at Rs 850 per unitf 
while the latter used to market it to the peasants at a price of 
Rs 1,575. Another item, a 10 h.p. wheat thresher, also used to 
be supplied to the same big producer at a price of Rs 1,075, 
while the latter sold it to the peasants at Rs 2,200. Another 
item was a compressure sprayer which they used to supply also 
to this big concern at Rs 180 per piece while the latter sold it at 
Rs 250 per piece. We can see from the above examples a fur¬ 
ther confirmation that the market in which the small unit opera¬ 
tes is very different from that in which the large unit operates 
and the mechanism of the relationship between the two markets 
is such that the latter market utilises the former markets for its 
■own benefits. This unit also had to borrow from a private 
money lender an amount of Rs 70,000 at an interest rate of 27 
per cent per year, i.e. about three times the then usual interest 
rate from the banks. This unit also provided us with an exam¬ 
ple as to how large units put additional burdens on the small 
units. Some three years back they were supplying goods to a 
famous “producer” who, by assuring them that they would pur¬ 
chase regularly goods from that unit, induced it to purchase a 
sophisticated capstan lathe at a price of Rs 70,000. Once the 
unit had been saddled with that heavy investment, the concerned 
large “producer” started to reduce the rate at which they were 
to purchase the output and ultimately refused to accept its 
goods. This units offers another example of a different type of 
manifestation of this difference in market. A big cigarette 
manufacturer used to import a cigarette rolling machine called 
^‘ghmiture” at a price of Rs 1,500 per unit in 1964. This inter¬ 
nationally-famous tobacco goods manufacturer then sponsored 
one of its own subsidiaries to take advantage of the policy of 
import substitution to develop an India-made garniture which 
they then used to market at Rs 3,500 per unit in 1970/1971. The 
small unit which we have been studying started to manufacture 
exactly the same machine but because they did not have either 
a famous brand name or a control over the marketing organisa¬ 
tion they had to sell it at a price of only Rs 2,000. 

This takes us to another concern located in the northern 
suburb of the city producing “black tapes.” The present owner- 
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producer of **black tapes” was once the main technical man in 
a big concern and was responsible for developing the ‘‘black 
tape” which that organisation has been selling in the market. 
But when that same man produces exactly the same thing in a 
small unit under his own guidance, he is forced to con^ete with 
the produce of his one-time employer, which he himself develo¬ 
ped, by offering a lower price and higher discount to the trader. 
This is another manifestation of difference in the market between 
a small producer and the large producer. 

We can now take up another unit producing unsophisticated 
but not exactly traditional goods. It produces cycle seats in 
an unsophisticated fashion and sell these to smaller cycle shops 
at a very cheap price. This is a typical family shop where two 
adults and two juniors from the same family work. The work 
space consists of a small room of 130 sq. ft. with a rent of Rs 
20 per month, and their sole equipment consists of a sewing 
machine rented at a cost of Rs IS per month and a few scissors, 
knives, etc. Despite the heavy work of four members of the 
family for the whole day, their monthly income from this small 
enterprise hardly exceeds Rs 60. The income of this family is 
augmented by the head of the family who works as a hawker of 
cloth and earns daily about Rs 3. Another member of his 
family—a divorced sister—also earns Rs 1.80 per day by prepar¬ 
ing paper packets at Rs 0.62 per thousand. A person working 
about eight to ten hours per day can produce 3,000 packets, 
providing an income of about Rs 1.80 per day. Thus, the 
monthly income of this family is about Rs 60-i-Rs 90-i-Rs 50^ 
or Rs 200 per month. With this income they have to maintain 
12 persons in the family providing a monthly expenditure per 
capita of only Rs 18. The society compels them to pay this price 
of semi-starvation in order that they may produce and sell 
cheap. 

We may now take up another unit started in 1972 and 
which has very recently been wound up. They started with a 
capital of Rs 3,000 and were some sort of an ancillary to a 
medium producer. The working force consisted of three partner 
friends, all educated unemployed, together with one hired wage 
worker. Their fixed capital consisted of a small dilapidated all 
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kucha shed of ISO sq. ft. in a small slum developed on a grave*> 
yard at Manicktolla (north-central Calcutta) for which they were 
not required to pay any rent, plus a used moulding machine 
which they obtained free from another friend (its price would 
have been Rs 600)* and another smaller moulding machine* pro¬ 
duced in the informal sector at Howrah* which they had to 
purchase at a price of Rs 400. In addition, they had four pairs 
of scissors worth Rs 20 and a few very small implements costing 
less than Rs 10. They used to produce washers and rubber 
rings worth about Rs 530 per week. Their input cost was about 
140 per week, transport costs were Rs 10 per week, the wage of 
the only hired worker was Rs 30 per week* making the total cost 
of production something around Rs 180 per week, leaving a 
balance of Rs 350 minus Rs 180—i.e. Rs 170 per week for the 
three owner-workers, or Rs 56 per head per week as “profit” 
plus “wage”. The three partners would have been quite satisfied 
with this income of Rs 56 per head per week if only other ele¬ 
ments of “unusual” cost did not intrude to transform their 
income into loss leading to the winding up of the enterprise. It 
is the heavy burdens arising from those costs that are responsi¬ 
ble for the high mortality amongst informal sector units, referred 
to in Chapter 3 while dealing with the CMPO Survey of 1962. 
Almost the sole purchaser of their goods was a medium unit 
which, in its turn, was an ancillary to the biggest car manufac¬ 
turer in India. Extra incidental “informal” costs which this 
unit had to bear* in addition to the normal costs ofinput* wage, 
etc. referred to earlier* included (i) a regular bribe to the store 
in char^ of the medium-scale company so that the goods sup¬ 
plied to them by the small unit were not rejected ; (ii) a regular 
bribe to the purchase officer for securing the order ; and (iii) a 
regular bribe to the accounts officer so that they might obtain 
payments for the goods supplied without much delay. Other 
types of extra cost, also typical to informal sector units, inclu¬ 
ded : (i) as the unit did not have an electric power connection, 
they had to depend on an inefficient and high-cost coal press. 
An additional fact remained, however* as one of the partners 
explained to me : it was not possible for them to purchase a 
costly electric press costing about Rs 1*200 as they had no 
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money ; (ii) absence of a power connection forced them to work 
without sufiQcient light which made the operations inefficient; 
(iii) absence of capital forced them to purchase raw material 
from the retail market in small quantities, pushing up the cost 
of raw material by at least 20-25 per cent; (iv) much less than 
full utilisation of tempo (small lorry) space, because of their 
smaller volume of production, meant very high cost of transport 
per unit of goods produced and delivered for sale. Despite all 
these difficulties, the unit managed to exist for more than one 
year, showing the extreme vitality of these informal sector units. 
They ultimately had to wind up when their main client—the 
medium unit—declared a lock-out without paying their debt of 
Rs 1,500. In the meantime they had already advanced Rs 500 
for purchasing another moulding machine—indicating bow 
eagerly these small units try to reinvest and expand—which was 
not finalised ultimately. Blocking of this capital made it impos¬ 
sible for the unit to function and they had to close down. This 
is a short history of birth and death of small units in the in¬ 
formal sector. Incidentally, this unit was not registered with the 
Directorate of Cottage and Small-Scale Industry. 

Let us now take up another unit. This is a relatively modern 
unit supplying 85 per cent of its produce to an internationally 
famous electric and electronic goods manufacturer. Data from 
this unit regarding price differentials in the purchase of inputs 
are most instructive. Let us take up the items one by one : (i) 
as against the controlled price of cold rolled sheet of less than 
Rs 2,000 per ton, they purchase it at a price of Rs 5,000 to 5,500 
per ton ; (ii) as against the controlled price of steel plate ranging 
from Rs 1,500 to 2,000 per ton, they purchase it at more than 
Rs 3,000 per ton ; (iii) they purchase aluminium sheet from the 
market at a price of Rs 23 per kg., while the large units pur¬ 
chase direct from the sheet manufacturer at a price of only Rs 
13 per kg. The way the large “manufacturer” forced the unit 
to sell its goods at a low price may be evident from the fact that 
the rate at which they agreed to purchase street lighting fittings 
from the unit (Rs 25 per piece) in 1961 could not be raised up 
to 1971 despite about a three-fold increase in cost of input and 
labour during this period. It could also be learnt from the unit 
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lhat the entire medical equipment and 50 per cent of the light 
fittings supplied under the brand name of the large “manu¬ 
facturer” are actually manufactured by small units. The 
•comparative price at which the small unit sold these to the large 
manufacturer and the price at which the later sells to the ulti¬ 
mate consumer is also instructive : 

(i) light shed sold by the small unit at Rs 8.50 each, which 
•was then sold by the large house at Rs 17 each ; 

(ii) light fixture sold by the small unit at Rs 32 each, which 
was then sold by the large house at Rs 90 each ; 

(iii) operation lamp sold by the small unit at Rs 3,500 each 
which was then sold by the large house at Rs 10,500 each. 

The qualitative picture that emerges from these case studies 
fully confirms the hypothesis that the dominating large-scale 
oligopolistic sector compels the small unit in the informal sector 
to operate in a different market where the input price is higher 
and the output price is lower, and the main benefit of this price 
differential is reaped by the large-scale sector. It also confirms 
that whom we often call large industrial houses are, in effect, 
commercial in nature and earn a major part of their profit by 
trading goods produced by smaller units. But despite this 
relationship of, what may be called, exploitation between the 
large and the small units, the latter can exist, given the present 
socio-economic structure, only when they can get the oppor¬ 
tunity of offering themselves to be “exploited” by the larger 
units. An understanding of this mutual dependence between 
the large and the small sector in our present-day society and 
the nature of this dependence is the starting point for developing 
a. programme for the development of the informal sector, 
attempted in the last chapter. 

The nature of the informal sector, including the dynamics of 
its functioning can, thus, never be understood in isolation by 
concentrating only on the informal sector. An understanding 
of the pattern of functioning of the overall economy and the 
role informal sector plays in it, is the pre-requisite for under¬ 
standing the informal sector and for suggesting a programme 
for its desirable development in the interest of the poorer 
majority of the country. 
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4,4 Results from some Case Studies of Selected Slum Areas 

Paikpara Bustee No. 13 ‘ 

Bustee No 13 in Paikpara is a slum situated in the northern 
fringe of Calcutta. Out of 140 families residing in this area, 
78 depend on trade and manufacturing of ready-made garments. 
These 78 families can be divided into three groups : 

i) three medium traders who, along with 12 others living 
outside the slum area, control the main trade in this 
industry. They employ capital, owned or borrowed 
from a bank, provide facilities to workers by offering 
them working space, sewing machines and other imple¬ 
ments and of course a piece-rate wage. They collect 
all the finished goods and then sell them at wholesale. 
This group belongs to the “formal sector”, and is also 
organised in an Association which fixes wages and helps 
them to borrow capital from the organised capital 
market at relatively low interest rates. 

ii) twenty five small traders. This group is to be distin¬ 
guished from the earlier one, not only by the fact of 
their smallness but also by the very important fact that, 
along with trading, they and their family members do 
participate directly in the production process. They 
operate on the border line of the informal and formal 
sectors. They depend on private money lenders for 
working capital. 

iii) the remaining 50 families depend upon wage income. 
They work either in their own home, sometimes with 
their own machine and more often with a machine hired 
from the medium traders @ Rs. 10/-to Rs 15/-per 
month, or in the shops with sewing machine, etc. set up 
by the traders and do whatever work is given to them. 
In the latter case, they are not required to pay the rent 
of the machine. They belong to the informal sector. 

The workers in the third group above can be divided into 
several categories by the type of work they do. First comes the 

1 The report on this slum has been prepared by Miss Tapati Kar 
Chaudhury, a social worker of CUSCON. 
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“cutters” who are relatively skilled people and wotk mainly on 
a part-time basis in shops and get paid on piece-rate terms. On 
an average, they are linked with two shops and earn about Rs 
250 to Rs 300 per month. A few are more skilled and are 
attached to 3 or 4 shops and evidently they earn more. 

Second comes the group engaged in machine sewing. These 
workers work on an average about 8 to 10 hours per day and 
sew 3 to 6 dozen garments, depending upon the kind of gar¬ 
ments they are sewing. Despite wide variations in the piece-rate 
they get for different types of garments, their average earning 
remains more or less fixed round about Rs 100/-per month. 
There is a marked seasonal fluctuation in production. The peak 
is during autumn Puja festival (September-October) and at that 
time they earn more than Rs 150/-per month, working 12- 
14 hours per day. The slack season when there is not much 
work just follows the peak. Next comes the group who are eng¬ 
aged in hand-sewing. There is some element of finishing work 
in most of the garments which can best be done, of course, if 
the labour is cheap, by hand-sewing. This work includes piping, 
etc. The rate for this hand-sewing varies from Rs 1.25 to Rs 3/- 
per dozen. This work is mainly done by the women who arc 
otherwise engaged in house work and do this work whenever 
they get some spare time. Allied to this group are those who 
are engaged in fitting buttons, etc. Normally a worker can fix 
buttons etc. to 1-3 dozen garments and earn Rs 1.50 to Rs 3/- 
per day. Their average monthly earning is about Rs 50/-per 
month. 

The wage is very low and their bargaining position is very 
bad, particularly because, now, a large number of women in the 
slums in the neighbouring areas also want to take up such work 
and have been doing so. Thus, the poverty of these people it¬ 
self, in a way, guarantees a low wage, and the latter in its turn 
makes it possible for the formal sector, the medium trader, to 
earn a good profit by trading the goods produced by these 
workers. It may be mentioned that in October 1974, these 
workers formed an organisation and launched a strike deman¬ 
ding, among other things, a higher rate of wage. But poverty 
and, following from it, lack of holding capacity, stood in the 
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way of their-success and the slum workers in this area failed to 
get their wage rate increased. 

The economics of this informal sector garment industry is 
based on the cost dififerential between the “made to order** 
garments and relatively mass manufactured ready-made gar¬ 
ments, This can be made clear with an example relating to 
making ladies blouses. For the “made to order” variety, an 
average blouse takes 0.75 metre costing Rs 3.23 for cloth at the 
rate of Rs 4.30 per metre in the retail market; the tailoring 
charge, including cost of buttons, thread, etc. is Rs 3/-, so that 
the total cost of a blouse is Rs 6.23. So far as ready-made 
garments are concerned, they firstly save on cloth, thanks 
mainly to mass manufacture, and use only 0.63 metre, a saving 
of the order of 16 per cent. Then they save on the price differen¬ 
tial between wholesale and retail. The cloth which is sold at 
Rs 4.30 per metre in the retail market, is sold at Rs 3.25 in the 
wholesale market, a price saving of 24 per cent. Lastly, they 
save on wage and incidental expense : while it was Rs 3.00 in 
the “made to order” variety, it was only Rs 0.36 (wage)+0.14 
(cost of thread, etc.)+ 0.20 (establishment cost) or only Rs 0.70 
in the case being studied, denoting a saving of 76 per cent. It 
must, however, be said that a large part of these savings benefit 
the ultimate consumer, the less sophisticated and poorer consu¬ 
mers, because our wholeseller sells this blouse at only Rs 3.00 
and the ultimate consumer in the retail market gets it at a price 
of about Rs 3.50 to Rs 4.50 depending upon the location of the 
shop. The total cost of a blouse being Rs 2.70, composed of 
cloth at Rs 2.0J and wage and other incidental charge at Rs 
-0.70 the wholeseller earns a profit of Rs 0.30 per blouse, which 
is about 83 per cent of the wage. Thus, if our informal sector 
slum worker could get a loan, say, from the bank for purchas¬ 
ing a sewing machine and for some working capital, and if he 
had direct access to the market, then he could have had earned 
Rs 0.66 per blouse, instead of the Rs 0.36 which he earns to-day. 
This increase in earning could have meant for this slum worker 
crossing the poverty line and hence, a qualitative change in his 
mode of existence. 

The small traders, however, cannot earn profits at the rate 
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described above. Unlike the medium and large traders, these 
small traders have to rely on loans from private money lenders 
at a rate of 120 per cent per annum. Because of this high cost 
of capital, they are forced to operate with far less than an opti¬ 
mum amount of capital. Hence, they often cannot get the bene¬ 
fit of purchasing inputs on a large scale, and they are forced to 
take a relatively smaller quantum of goods to the market, 
increasing thereby the transport cost per unit of output. More¬ 
over, the small traders who are also workers, cannot procure 
sufficient material to keep them engaged throughout the week. 
What, however, is more important is the fact that the small 
traders cannot stock a sufficient amount of output before the 
busy season of the October festival, and so cannot, unlike the 
large traders with higher holding capacity with cheaper credit,' 
make best use of the good market during October. They, 
however, try to makegood apart of the enormous disadvantage 
they suffer by approaching the retail market directly as 
street hawkers. Their mode of working, their income level etc. 
make them an integral part of the informal sector economic 
activity in the slum area. 

The plight of these people can be illustrated with some indi¬ 
vidual case studies. One widow with five additional dependents 
(one sister and four daughters) owns a second-hand machine, 
purchased for Rs 210 only two years back out of the fund she 
received from the employer of her husband when he died. The 
machine requires constant repair and she had so far spent Rs 
40/- on it. All the six persons live in a “room” of about 60 sq. 
ft. and there also she works throughout the day sewing 3 dozens 
of garments. Her earning varies from Rs 16 to Rs 20 per week, 
i.e. less than Rs 0.50 per head per day. This income is supple¬ 
mented by a very uncertain income of plastic bag packing at 
the rate of Rs 0.10 per kg. If she could own another machine, 
her sister could also then work and thereby increase the per 
capita daily income to nearly Rs 1.00. Even this income is 
far below the poverty line. Still this is the dream she dreams. 

Unlike the above family where only one person, in the main, 
can work with the machine, there is a family of six of whom 
three—the wife and the two daughters—are engaged in hand 
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sewing. The husband and the adult son are unemployed. The 
three together sew per day three dozens of frocks at Rs 1.20 per 
dozen and 2 dozens of blouses at Rs 1.20—1.50 per dozen. 
Thus, their income per day is about Rs 6.00, or Rs 1.00 per 
capita per day, despite the fact that half of the family are 
earners. They are dreaming about purchasing a sewing machine, 
or at least hiring it. The reality is as yet far from the dream. 

There is another family where almost every one works. The 
family is composed of a widow and her three sons and one 
daughter. The eldest son sews with a machine in a shop and 
earns, with 8-10 hours hard work, about Rs 7.00 per day, and 
gets work for 5 days a week. The method of payment of wage 
is interesting. He gets Rs 25.00 per week (during October, 
Rs 50.00 per week when he works 12-18 hours a day) as an 
advance every week. At the end of the year, the annual account 
is cleared and if it is found that he has overdrawn, then he must 
pay back by working without wage. He also gets a small 
commission of 12 per cent of the wage he earns. His younger 
brother (age 13 years) works at home with a sewing machine 
which they had purchased for Rs 300 out of their past savings 
when their father died 6 years back. He works 8-10 hours a 
day sewing plain pettycoats and earns Rs 4.20 by sewing 7 
dozens of such pettycoats. His sister (age 9 years) is engaged 
in hand sewing of blouses and earns Rs 1.50 per day. The 
average weekly income of the family is about Rs 70/- or Rs 1.70 
per capita per day. The main dream of the eldest brother is to 
learn well the art of cutting and sewing trousers and jackets etc. 
and get a job with a higher wage in a medium tailoring shop 
manufacturing “made to order” garments. 

Tapsia Bustee^ 

Tapsia Bustee is a slum area on the eastern fringe of Calcutta 
by the side of the open canal which carries the major part of 
the sewage and drainage outflow from the Calcutta urban area 
for its final disposal in the rivers of south 24-Parganas. There 
nre a large number of tanneries in this area ; but rather than 
tanneries, the industries dealing with rubber goods (Hawaii 

1. The report on this slum has been prepared by Mr Wazed AU, a 
aocial worker of CUSCON. 
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chappals etc.) are linked with the livelihood pattern of the slnm 
dwellers in this slum. There are about 60 rubber goods manu* 
facturing units in this area, of which 50 per cent are relatively 
large employing about 20 workers, and the remaining 50 per 
cent are small employing less than 10 workers. They put out a 
large part of their work to the family members of the slum 
4wellers at the rate of about 20>35 families per productive unit. 
In that way about one thousand slum-dwelling families in 
Tapsia are indirectly employed by this rubber industry. 

The main work done by the family labour is the finishing of 
straps for rubber sandals. They get about Rs 0.10 per dozen 
and they can finish about 15-20 dozens by working throughout 
the day. In this way they can earn about Rs 2/- per day per 
person. Because of their poverty-stricken condition, they are 
forced to take this near starvation wage. Since they have no 
better alternative, even this starvation wage is a boon to them. 

One important aspect of this industry, like many other in¬ 
dustries, is severe competition between the smaller units and the 
larger ones. The larger units with better complement of machi¬ 
nery etc. can produce goods with better finish and so they reach 
a better market in good shops in good areas in the formal 
sector. The smaller units, because of their poor finish, can have 
a market only in the so-called informal sector trading activities, 
i.e. in the pavement shops where low quality cheaper goods arc 
sold to relatively poorer people. 

The smaller units suffer also owing to lack of credit. The 
goods are sold in this area with credit of 2 to 3 months. It 
becomes \'ery difficult for the small units to wait for this period. 
Because of a chronic shortage of working capital, they cannot 
purchase raw materials at the wholesale rates and cannot avail 
themselves of the seasonal fluctuations in the raw material 
prices. For example, in 1974, raw material for the industry was 
sold at Rs 800 per tonne in the rainy season and this price shot 
up to Rs 1,400 per tonne in the winter. The larger units, be¬ 
cause of their easy command over working capital, could stock 
the raw material when it was cheap, but the smaller units could 
not take advantage of this opportunity. The smaller units can¬ 
not purchase some of the costly machines, and therefore, they 
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have to depend on the larger unit for some parts and have to 
pay relatively higher prices to these units for these items. 

The smaller productive units can improve their condition 
materially if they can have an assured supply of working capital 
and also term loans at a rate of interest prevailing in the organi¬ 
sed market. 

The informal sector producing units, mostly incapable of 
availing themselves of the facilities of the organised market, 
have to balance the relatively higher cost of inputs and of capi¬ 
tal, by incurring lower wage cost, on the one hand, and b)r 
depending on the pavement market for the poorer people,. 
on the other. These units, thus, are based on poverty and also- 
serve the poor. 


Tiljala area Bustee* 

Tiljala is a slum in the eastern fringe of Calcutta, one of the 
most backward areas of this city. In the survey conducted in 
this slum area in 1975, it was found that of the earners in 
this area, 24 are rickshaw-pullers, 28 are vendors of vegetables 
and fish, 12 are working as servants in different house-holds, 
244 are engaged in the building industry, 50 are washermen, 16 
are vendors of other goods, 15 are small traders, 9 work in 
some organised office, 9 work in the tanning industry, 10 work 
in the small units for manufacturing musical toys, and the 
remaining 71 work in various other fields. 

The environmental sanitation condition here is appalling. 
Despite the fact that about 190 sanitary latrines were construc¬ 
ted in the area two years back, due to extremely bad mainte¬ 
nance, these have become, rather than a source of help in this 
area, a source of positive nuisance. 

This report takes up only one trade in this area i.e. the 
manufacture of musical toys, which is a hereditary cottage in¬ 
dustry in this area. As a matter of fact, a specific part of this 
slum is named after these musical toys. 

The main problem of this industry is the absence of adequate 

* This report has been prepared by Miss Arati Sanyal, a social worker 
ofCUSCON. 
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working capital. The rate of return over investment is quite 
high. As a matter of fact, while the cost of an average item 
ranges from Rs 1.00 to Rs 1.50 per toy, its sale price varies from 
Rs 1.75 to Rs 2.50. Thus the rate of return on the unit sold 
is quite high and is about 70 per cent. However, as they can 
sell only a few items due to paucity of working capital, the 
absolute amount earned by these people is small. Moreover, as 
they themselves have to go out to sell the goods, they lose the 
day’s production when they do so. If they had more money, 
they could engage another man for selling the goods and then 
they could have utilised the time in producing more goods. 

A part of these toys use near-wastes of the tannery industry 
nearby, and utilise this industry, which otherwise is a big source 
for creating environmental insanitation, for a positive purpose. 

Some help with bank finance, with technical guidance for 
achieving a better finish, and direct accessibility to the organi¬ 
sed formal sector market, could move them from below the 
poverty line to above the poverty line. But this is still far 
beyond even their wild dreams. 

Ramlilabagan, Cossipore ^ 

Ramlilabagan is a slum in Cossipore in the northern part of 
Calcutta. There are about 800 families in this slum of whom 
about 100 depend on carpentry. All these carpenter families 
have been cairying on this trade in a hereditary fashion. The 
carpenter families can be divided into three groups : 

1) the families who are simultaneously manufacturers and 
traders. They have a small place where they work and 
display their goods. 

2) the carpenters who work with their own tools and in 
their own home on daily piece-rate wage basis on orders 
from different concerns. 

3) informal co-operatives, each with 4 or 5 carpenters who 
operate from a single house where they manufacture the 

1 This report has been prepared by Miss Sunanda Munshi, Mr 
Mono] Dey, Mr Arunava Maity and Miss Tapati Kar Chaudhury, all 
social workers of CUSCON. 
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goods on order, or on their own and then arrange 
for their sale. 

The first group, e.g. the trader-cum-manufacturers, operate 
in two fashions; 

i) they take orders from the organised big shops from the 
furniture market located mainly at the central business 
district of Calcutta. As per the work order from the 
formal sector, our slum units in the informal sector 
invest their own money to purchase raw material and 
manufacture the goods with their own labour sometimes 
aided by hired labour. They deliver the goods in an 
unpolished fashion to those big shops and the latter 
then take up the work of polishing with their own 
employees. One of the main difficulties of these small 
trader-cum-manufacturers is that they do not have 
much capital and, apart from depending on relatives, 
they are forced to take loans from the private money 
lenders ; a large part of the income therefore leaks out as 
interest charges to the money lenders. The rate of interest 
prevailing in this area is abnormally high. They take 
loan of Rs. 30 with an interest charge of Rs. 1 per day, 
and they are to pay back this money with interest 
within 2 months 12 days. (The imputed interest rate 
comes to 1218 per cent per year ! ) They do not keep 
any regular wage worker in their shops. Whenever 
there is need they hire the workers on a daily basis at 
Rs. 8 to Rs. 12 per day depending upon the nature of 
the work. The economics of their operation may be 
clear from the following example : 

Cost of manufacturing wooden almirah (size 5 ft. x 3 ft. 
X 4 ft.): 


a) 

wage 

• • • 

Rs. 30 

b) 

materials 

• • » 

Rs. 160 

c) 

transport and 
miscellaneous 

• • • 

Rs. 5 

d) 

interest on Rs. 150 
for 3 days 

• • • 

Rs. 15 


Rs. 2ia 
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They deliver this almirah to the big shops at Rs 220 
making a profit of Rs 10 excluding their imputed wage 
income. Normally it takes about three days if the 
owner himself manufactures it with his own labour. It 
may be noted that if he could get credit from a bank 
even at a 15 per cent rate of interest per year, his 
interest cost would have been only Rs 0.20f instead of 
what he actually is forced to pay, viz. Rs 15.00. This 
would have had increased his profit, other things 
remaining the same, from Rs 10 to Rs 24.80 per 
almirah, which is nearly the same rate at which shops 
in the organised sector get profit. Low profitability of 
these small units, thus, arises not so much from their 
smallness as such but from the operation of a socio¬ 
economic force which condemns them to operate in a 
diifierent market where amongst other things, the rate of 
interest is more than 1200 per cent per year. The big 
shop, after getting delivery of the unpolished almirah, 
spends about Rs 70 on polishing material, wages, etc., 
so the total cost to the big shop comes to Rs 290 
(excluding overheads in the shops). They sell the 
almirah to the consumer at Rs 320-350, making a gross 
profit of Rs 30 to Rs 60 per almirah. Thus the lion's 
share of the profit goes to the big shops in the formal 
sector, while the small trader-cum-manufacturer perhaps 
earns an income which cannot take him appreciably 
above the poverty line. 

ii) The second way through which these small trader-cum- 
manufacturers work is by taking orders from the direct 
consumer. Normally some of the consumers, who know 
these traders personally, advance them money against 
their order. It is, therefore, more beneficial to work in 
this fashion because the problem of working capital 
is to a large extent solved through this mechanism. But 
they do not get adequate orders of this sort. 

Next we may take up the second group of workers who work 
on a daily rate basis. They normally take orders from bigger 
shops who advance them raw materials and they then take these 
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raw materials home and work there with their own instruments. 
They get wages on a piece-rate basis, and this rate is much 
lower than what a worker gets in an organised formal sector 
shop : for example, they get about Rs 6 for manufacturing 
one “bracket” while a regular worker in a big shop gets just 
double this sum for manufacturing the same item. These 
informal sector workers, however, get work more or less 
throughout the year, and earn an income of about Rs 200 per 
month. 

The third group consists of four or five informal coopera¬ 
tives each with about 5 workers. Each unit has one room 
where they work together with their own instruments, and carry 
out orders which they receive from different shops or directly 
from the consumers. They divide up the sales proceeds amongst 
themselves as per the work done by each, and the man who 
collects the specific order gets a little extra. There is a lot of 
benefit in the way they manufacture in a co-operative fashion. 
As they work together, the pressure for mobilising capital is 
reduced to some extent and because a group works together 
they can collect bigger orders and hence they get more work. 

Though the work of carpenters is not seasonal, yet there is 
some slackening of work during the monsoon due to the 
difficulty they face in storing their goods in the open, which 
obviously is the normal storage place in this part of the world. 

Most ofthese carpenters try to manufacture some items, when 
there is no specific order, which they sell either directly or 
through some hawker. Normally these are cheap goods and 
are sold through pavement shops. 

The general condition of these carpenters may be made 
clearer by referring to some specific cases. First, let us take up 
a family consisting of 9 persons, (husband, wife, and 7 
children); this is apart from a daughter who has already been 
married. The carpenter worked as a piece-rate worker for 
7 years, and then for the last 13 years in his own small shop. 
For the shop, he took a space at a rent of Rs 30 per month and 
then he had to renovate the space by spending Rs 1900. In 
addition, he spent Rs 200 for implements. Thus, his total fixed 
capital cost was only Rs 2,100 which he could invest in five 
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years. He gets regular orders not only from Calcutta city 
proper but also from the suburbs. As he has not much working 
capital, he cannot engage wage workers and so he cannot accept 
all the ‘orders’. In the last 13 years, only twice could he engage 
one man for some periods. Now he earns about Rs 300 per 
month or Rs 1.10 per capita per day for the family. This man 
■dreams of getting a loan of Rs 5,000 at an interest rate prevail¬ 
ing in the organised market and engaging six additional workers 
■at Rs 7 per day. He thinks that if somehow this could happen, 
then he could earn a reasonably good income even after provid¬ 
ing a relatively good wage to those wage earners. 

Next we take up a piece rate worker who has to support a 
family of six, including himself, with his own earning. He earns 
about Rs 35 per week or Rs 0.83 per capita per day. Apart from 
doing piece work against specific work he also manufactures small 
items on his own and sells them direct to pavement shops. He 
also earns some income by selling saw dust. The dream of this 
man also is to get a loan of Rs 3,000 at the organised market 
rate, and set up a small shop of his own. 

The last case concerns an informal co-operative of five 
carpenters. Of these five persons, the oldest is 65 years old, the 
remaining four are in the age group 35-40 years. The average 
income of each of these carpenters is about Rs 135 per month. 
Each of them has invested about Rs 100 for purchasing instru¬ 
ments. They sell all their goods through hawkers and they them¬ 
selves never go out to sell their goods. They get work through¬ 
out the year. 

These carpenters, and also other carpenters, complained very 
much about the rapid rise of price of different tools and raw 
materials required in this carpentry business during the last 3 or 
4 years. On enquiry from them it appears that during the 
period 1970/71 to 1975 the price rise of the different items was 
of the order of 200 to 300 per cent. 

Phulbagan, Entally^ 

Phulbagan, Entally is a slum in the central Calcutta area 

1 This report has b:ea prepared by Miss Debasree Ghatak, Miss 
Anjana Guha and Mr Suptilal Basu. 



118 CALCUTTA AND RURAL BINOAL I SMALL 81CTOR SYMBIOSIS 

which is bustling with industrial activity. The most important 
industry in this slum is shoe making. The workers in this 
ndustry have been engaged in this trade for generations and 
the work is highly specialised. No single unit manufactures 
all the components of a shoe. Each of them specialises in 
preparing one or more components and a few of course assemble 
these to manufacture the complete shoe. In this specialisation^ 
however, the poorer people suffer. But as the small owner can¬ 
not purchase the machine, he has to get his polishing done by a 
relatively well-to-do unit in the same slum. While the latter 
gets Rs 8 for polishing one dozen soles, his worker who polishes 
it gets less than Rs 1.50 per dozen. Similarly, a relatively well- 
to-do owner having a leather spray and leather printing machine 
gets Rs S to Rs 8, depending on the nature of design, per foot 
of leather ; the worker actually doing this work gets only Rs 2 
to Rs 2.S0. And the price these slum units, taken as a whole, get 
from the large traders in the formal sector has been dealt with 
earlier in the discussion of specific case studies. 

The extremely sophisticated specialisation of work in the 
shoe industry in this slum is to be seen to be believed. Thus,, 
there are seven different types of soles manufacturer : leather 
sole, crepe sole, board sole, sponge sole, calf sole, rubber sole 
and tyre sole. Then, there are those engaged in manufacturing 
shoe belts and straps, wooden heels, leather spray and leather 
printings etc. 

A large part of the women in this slum are engaged in manu¬ 
facturing shoe-belts and straps. They get Rs 1.00 for sewing 
and Rs 0.10 for finishing 100 straps and, on an average, one 
worker can manage 1200 straps per day. They can earn per 
month, after paying the rent at Rs 20 per sewing machine per 
month, about Rs 300. 

The reasons for concentration of these industries in this- 
particular slum may be summarised as (i) availabilty of various 
types of skilled workers at one place, (ii) possibility of manu¬ 
facturing all the parts in nearby household units, (iii) space 
required for manufacturing a specific component being small,, 
possibility of accomodating it in household and small units, (iv) 
minimal transport cost for bringing together different parts, (v> 
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availability of raw materials nearby* (vi) existence of some 
arrangement for marketing within the slum* and (vii) availability 
of cheap labour. 

There are three different categories of entrepreneurs in this 
slum. These are: (i) very small units* with some cheaper 
implements only who take orders for and supply some specific 
components; (ii) relatively richer people owning several 
machines who earn an income only by hiring out these machines 
and whose rate of earning on invested capital is about 
40 per cent; and (iii) relatively richer owners of machines 
engaged directly in manufacture by hiring some wage workers. 

Some other linked industries have also grown up in this 
slum on the basis of the shoe industry. These are: (i) stove 
washers manufactured from cutting wastes of ordinary leather. 
These washers are available at the rate of about Rs 30 per 
quintal. For manufacturing washers* only one wooden hannner 
and one die are required. These washers are sold at the rate of 
Rs 200 per 144 pieces. The workers engaged in this trade earn 
about Rs 2.50 per day ; (ii) umbrella washers manufactured 
from cutting wastes of calf leather. Implements required and 
earning are same as above ; (iii) cycle pedal covers manufactured 
from cutting wastes of sole rubber. Implements required are 
wood and iron hammer, die and oven. 

While all the three linked industries noted above are located 
in this slum* a fourth one noted below is not located here : (iv) 
what remains of the wastes after being used in the above three 
industries is sold at Rs 30 per quintal to traders who re>sell the 
wastes to units engaged in manufacturing organic manure. 

Kumar tolly ^ 

Kumartolly is the site of the famous image makers situated 
IB the north-western part of Calcutta. After Calcutta was bom 
and became the seat of British rule in this part of the country* 
many big landlords lived in this emerging city. They brought 
the first group of image makers from the neighbouring district 
of Nadia and settled them at this spot* in order to get images 

1. This report has been prepared by Sri Amitava Basu, a sodal 
worker of CUSCON. 
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of worship manufactured for them. In all probability the area 
got its present name from this fact of settlement of potters 
(“Kumar” in Bengali) in this area some 200 years ago. 

With the spread of community worship, mainly because it 
was not possible to bear the associated high cost for a single 
individual or a single family, the demand for images rose rapidly 
And so starting with a few potters, this area now has about 160 
shops in which about 600 potters work during the peak season 
before October. A part of these potters are permanently settled 
at Kumartolly and the rest (about 80 per cent) come to work 
here from their residences in the outlying districts where they 
work at other times as potters or sometimes as agriculturists. 

About 60 per cent of these potters can take up any work 
connected with image making, while the others know well only 
one or two specific items of work. This latter group often work 
as “helpers” or “trainees”. Each of these 160 shops keeps at 
least one such helper during the peak season. After spending 
3 to 4 years as apprentices, they become full-fledged skilled 
image makers. 

Even a few years back, all these potters belonged to specific 
potter’s caste. However, now a few from other castes, including 
Brahmins, have taken up this profession. 

Of these 160 shop owners, 30 are refugees from former East 
Pakistan. Leaving aside about 10 big shops, all the others are 
not in a good shape, particularly from financial point of view. 
The ten big shop owners get bank finance and they more or less 
dominate the market. The others mostly never could get a bank 
loan. A few of them who could manage to get some bank loans 
mostly failed to repay. The latter, numbering about 30, are 
medium sized shops. Thus, 120 small shops depend wholly on 
private money lenders, 30 medium sized ones depend partly on 
private money lenders and partly on banks, and the remaining 
10 big shop owners are either able to finance themselves from 
their own savings or get the required loans from the banks. 

Wages vary widely depending on the nearness of the peak 
period (October). The initial work, which requires the service of 
carpenters also, starts sometime in May and at that time the 
wage rate per man-day is, including food, about Rs 8 per day 
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on an average. Around this average there is evidently varia¬ 
tions depending upon the skill of the worker. This wage rate 
increases to about Rs 12 in August, and in September- 
October, it often exceeds Rs 20 per man-day, with a working 
-day often exceeding 12-14 hours. 

Raw material cost (wood, bamboo, straw, twine, rice husks, 
rspecial clay, cloth, paints, etc.) for manufacturing one image of 
goddess Durga (8 ft. high) along with other accompanying 
images, comes to about Rs 300. Wage cost is about Rs 100. 
It takes about 7 to 10 man-days to manufacture such an image. 
So far as the small and medium shop keepers are concerned, 
their main constraint is lack of working capital. Due to its 
paucity, not only do they fail to manufacture a larger number 
of images, they are forced to have more concentrated work just 
before the festival, when the wage cost is relatively higher and 
.the more skilled workers have already been engaged by others. 
This makes their cost of production higher and quality of 
produce often relatively inferior leading to a lower price of their 
product. 

4.5. Conclusion 

These area-wise case studies bring to the fore one aspect 
which did not come out so clearly in the unit-wise studies, viz., 
the possibility and necessity of undertaking an economic relief 
programme. Such a relief programme will not certainly bring 
about a basic change in the livelihood pattern of the urban 
poor in general and the slum poor in particular. But it can 
oertainly initiate a change in some selected areas, a change 
which may convince them about the possibility of realising in 
practice a far bigger dream if they can somehow organise 
themselves. 

The main content of this relief will not be providing them 
with some “free” money, a grant or even a loan at a differential 
rate of interest fixed for the poor. The conventional relief 
measures fail to understand that the poor man in the informal 
sector suffers because, for example, he cannot get a bank loan 
and he is forced to borrow often at a rate exceeding 10 times 
the interest rate charged by the bank. The basic dream of this 
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man is not so much to get a loan at an interest rate lower than 
that normally charged by the banks, but an adequate loan at a 
rate at which the organised sector gets bank loans. Rather 
than providing some special help (such as a grant, an interest 
free loan, etc.), the question mainly is removing the prevailing 
discrimination against the poor in the informal sector which 
forces them to purchase at a higher price and sell at a lower 
price, compared to those in the organised fo rmal sector. 



Chapter V 


WHAT AILS THE METROPOLITAN ECONOMY 
5.1. The Historical Roots 

The birth and development of the economy of metropolitan- 
Calcutta are integrally linked up with the intrusion of tho 
British East India Company into India in the seventeenth 
century and its subsequent political and economic subjugation^ 
of the country by the eighteenth century. The interests of 
British rule over India, and their variation over decades in 
response to the changing national and international situation,, 
were the most dominant reality in shaping the economic struc¬ 
ture of Calcutta in her pre-independence days, and it seems 
to have put an indelible mark on its functioning even now. 

With independence, ultimate control over the Calcutta 
economy now lies in India—certainly the most important 
prerequisite for the re-emergence of a self-reliant and healthy 
informal sector but not in itself sufficient for starting a total 
developmental process which would inevitably embrace the 
small-scale, informal sector also. Basically the same pattern 
of relationship between the Calcutta metropolis and its vast 
hinterland, established during British rule and in the interest of 
that British rule, has continued even in the post independence 
days. Despite a basic change in the relationship between the 
Calcutta metropolis and the London metropolis, there has not 
occurred any basic change in the relation beteween the Calcutta 
metropolis and its rural and semi-rural hinterland. 

The essence of this relationship between the Calcutta 
metropolis and its vast rural hinterland may become clear if 
we remember the way founding fathers of Calcutta, the British 
East India Company, solved their initial profound problem of 
trade between Bengal and Great Britain, namely, how to pay 
for the goods they wanted to take away from Bengal. They 
did not then have much :in the way of goods themselves that 
Bengal was prepared to take in exchange. Neither was the 
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mercantile company willing to part with gold and silver in 
exchange for Indian goods. The solution to their problem was 
the political subjugation of Bengal* and immediately raising 
the land revenue. That land revenue, which the Company as 
the ruler then owned, was used to “purchase” local goods for 
exporting abroad. This one-way transaction, by which one 
country could get goods from another country without the 
necessity of sending any goods or gold in exchange, was the 
starting point of the establishment of Calcutta as the seat of 
power, of foreign rule over India, and, through this power, 
also as the place for effecting the one-way transaction of goods. 

The last year in the pre-British Indian rule in this part of 
the country was 1764/65. Total realisation of land revenue 
that year from Bengal was £817, 533. In the first year of the 
East India Company rule, 1765/66, it was increased to 
£1,470,000. By 1771/72, it was £2,441,000. When Lord 
Cornwallis imposed the permanent settlement in 1793, he fixed 
it at £3,400,000. How this rapidly rising land revenue helped 
to solve the basic problem of “trade” of the then ruling 
British East India Company is clear from the fact that during 
the first three years of direct British rule in India, mainly over 
Bengal, Bihar and Orissa, an export of goods worth £6,311,250 
was achieved through an import of goods worth only £624,375 
i.e. less than 10 per cent of what was exported mainly from the 
rural hinterland of Eastern India. While this type of trade 
provided the initial base for primitive accumulation or primary 
accumulation for the industrial revolution in Britain, its 
reverse side, negative accumulation, started to operate in India. 
And both the processes were cumulative. 

It is not intended to trace here the different phases of 
development of the then ruling metropolis, London, and the 
United Kingdom, and the consequent phases of underdevelop¬ 
ment imposed on this colonial hinterland. What is emphasised 
here, with some examples of the pattern of relationship existing 
in its crudest form in the initial days of British rule over India, 
is that the essence of the colonial relation was an unequal 
exchange of goods leading to the withdrawal not only of the 
entire surplus but also of the substantial part of what would 
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Otherwise have been used for subsistence in the colonies, in the 
interest of the type of development strategy then pursued for 
the development of the metropolitan country. An under¬ 
standing of the essence of this relationship and its necessary 
consequences particularly for India was the starting point for 
the design by the Indian nationalist movement of a proper 
development strategy which would use the income and employ¬ 
ment potential of the colony for the benefit of the then colonial 
people themselves. The central focus of the strategy in India 
was the struggle for independence. Its necessary complement 
was utilising all other national activities, from the national 
education movement to the starting of Indian factories or even 
of capital-labour strikes within India, for strengthening and 
furthering the central aim, viz. a basic change in the then 
existing relation between the United Kingdom and India, i.e. 
between the metropolis and its colony. 

The above points have been stated because they provide us 
with an understanding both of the historical base of the 
construction of independent India as well as of a developmental 
model with a marked relevance even today under very different 
circumstances. 

What was the basis of the Calcutta metropolitan economy 
when the British had to leave India in 1947 ? Even in 1951, 
when India was declared a republic and the planning process 
of independent India had already been initiated, the economic 
scene of Calcutta was dominated, in the industrial sphere, by 
jute mills, and in the commercial sphere, by the export of jute 
goods and tea. All these activities, as we know, made Calcutta 
the jewel of what was then the British Empire, and accorded to 
it and to West Bengal, through the statistical process of avera¬ 
ging an external aura of development. None of our develop¬ 
mental strategists suspected at the time that what we then called 
signs of development, such as a larger proportion of “industries” 
in the Calcutta area, the larger volume of goods exported 
through Calcutta port, etc., might have been more appropriately 
conceived of as burdens of severe underdevelopment, 
rather than signs of development. It is this lack of under¬ 
standing that lay at the root of the pursuit of a developmental 
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effort which, instead of really developing West Bengal and the 
•Calcutta metropolis, had further entrenched the burdens of 
underdevelopment, inherited from India’s colonial past, and 
the crisis in the Calcutta metropolitan economy which is 
apparent today is an inevitable consequence of pursuing this 
wrong understanding and wrong policy. 

It seems that we are becoming conscious about one aspect of 
this wrong understanding. This is expressed in the criticism, 
now being increasingly voiced particularly in West Bengal, of 
those regional development policies pursued by the Central 
■Government which denied West Bengal and the Eastern states 
their locational advantage arising from proximity to coal and 
steel by adopting the policy of price equalisation of steel 
throughout India and telescopic freight rates for coal. This 
was a logical step from considering West Bengal as an 
industrially-developed state. Instead of further developing an 
already developed state, it was desirable in the interest of the 
country as a whole, so the Central Government argued, to help 
developing **backward states” by making available basic 
inputs to industry at the same or nearly the same price 
throughout India. It was not considered logically necessary 
to pursue the same policy with respect to other industrial raw 
materials, like cotton, oil seed, etc., which West Bengal had 
to bring from other states, because providing additional 
incentives to **already industrially-developed West Bengal 
and the Calcutta metropolis” were not necessary for achieving 
balanced regional development. The increasing volume of 
very just criticism against this regional development policy 
pursued by the Centre, particularly because its net result was 
to concentrate new industrial development not in backward 
areas but in some other “already developed States” is still now 
missing the central problem responsible for the malady in West 
Bengal and is, hence, fighting only against some specific 
manifestation of this malady, rather than against its central 
•cause. 

The basic weakness of these partial criticisms becomes 
olear from the way these critics advocate the need for 
industrial development in general in West Bengal by pointing 
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out how it was thwarted by the policy pursued by the Centre; 
it is seldom that they refer explicitly to the type of industrial 
development required in West Bengal and the type of socio¬ 
economic structure required to carry it out. It is the realisation 
that what used to be called industrial development and metro¬ 
politan development in West Bengal were in effect the root 
eause of, and also the expression of, underdevelopment of this 
part of the country that underlies the policy objectives proposed 
here; a basic reorientation and restructuring of the present 
metropolitan industrial commercial base and then strengthening 
that restructured base, rather than further strengthening the 
-existing metropolitan industrial commercial base and its 
structure. 

What was, and is still, the basic requirement of functioning 
of the Calcutta metropolitan economy ? The essence of it was 
to get raw jute for its industry and food for its people—both of 
•which are obtained from the countryside. But what did this 
metropolitan economy produce, directly or indirectly, which 
oould be exchanged against those rural goods ? A perusal of 
these questions would inevitably lead us to the problems the 
Cast India Company faced in its trade with Bengal and the way 
they solved it. 

The fundamental fact about the present structure of the 
rural economy is its extremely low productivity. At the 
current level of productivity, even if all the cultivated land in 
West Bengal were put under food production only, it could not 
satisfy the full hunger for food even of its own rural popula¬ 
tion, even if the entire food crop (excluding 10 per cent 
required for seed and normal wastage) were made available to 
the peasants. At the present level of productivity, it could 
maVft available, on those assumptions, about 8*5 million tonnes 
-of food grain. This could provide to the present 40 million 
rural people (including their family members) of West Bengal, 
less than 600 grams of rice and wheat, which cannot even supply 
the min imum calorie requirement to the peasants, not to speak 
of a balanced diet, Under such a situation of productivity, if 
the peasants were free to consume whatever they produced, 
would there be any food surplus supporting the nearly 13 
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million urban population ? Would any jute or non-food crop* 
be produced to feed the jute mills and other agro-based 
industries 7 

The problem which such low productivity agriculture poses 
to the non-agricultural sector can be solved basically in two 
ways. One way is for the industrial sector to produce such 
inputs whose use in agriculture can increase its productivity 
more than proportionately, a part of which they may exchange 
against industrial inputs. With such a starting point, industr> 
first operates as the basic tool for increasing agricultural 
productivity, with mutually beneficial terms of exchange between 
industry and agriculture, and then the high-productivity, high* 
income agriculture creates both the possibility of and need for,. 
a gradually increasing volume of industrially produced consump¬ 
tion goods. In this model, initial industrial input for agriculture 
leading to generation of a real agricultural surplus (i.e. aftei 
meeting the full food requirement of the rural, peasant popula¬ 
tion), both in terms of food as well as in terms of agricultural 
raw materials, creates the basis for simultaneous, mutually-bene¬ 
fiting expansion of both agriculture and industry, as well as 
both rural and urban areas. This model could not possibly 
be followed in colonial India, and unfortunately it was not 
followed even in independent India. 

The other way out of the problem arising from low 
productivity is to develop a mechanism of <Torced saving” in 
agriculture and then to channel it to the urban, industrial 
sector without any necessity for paying the “forced savers”. 
The earliest of such “peaceful” mechanisms was land revenue 
and rent. High land revenue and rent, ba^d as they were on 
concentration of land ownership, nourished and strengthened 
the allied institutions of usury, rack renting and speculative 
commerce which in turn increased further the quantum of 
“forced saving” and led to further concentration of land 
ownership. All these institutions were successful from the 
point of view of generating a forced surplus for the urban, 
non-agricultural economy, in the over-all framework of a 
colonial economy which gradually decreased employment 
opportunities in industry both absolutely and relatively and 



WHAT AILS THE METROPOLITAN ECONOMY 


129 


concentrated the only other means of production in fewer and 
fewer hands. The industries encouraged by the colonial regime 
were jute, plantations and mining and an engineering industry 
for handling repairs, production of spare parts for those indus¬ 
tries, heavy structural and equipment required to keep the port 
and transportation operational. None of these industries was 
in any way concerned with supplying inputs to agriculture for 
increasing its productivity. This colonial industrialisation and 
urbanisation could, therefore, survive only if the producing 
peasants could be made to hand over to the urban sector, with¬ 
out demanding any goods in exchange, the produce which 
they themselves would have had otherwise consumed to satisfy 
their hunger. The mechanism of contriving this “peacefully’* 
was zamindary and rack renting, under which actually working, 
producing peasants were forced to hand over 50 per cent of 
their meagre gross produce to the landowner, who was more 
often than not living in urban areas. A complementary process 
was usury, under which the peasants in the lean season took 
loans, either in cash or in kind, to be repaid often with more 
than 100 per cent rate of interest to the money lender—an effi¬ 
cient mechanism for generating forced surplus. The third aspect, 
speculative commerce, operated on the basis of distress sale of 
the peasants at a low price as soon as the crop was cut, or 
through the mechanism of dadan (advance purchase) by which 
the crop was sold at a very low price almost at the time it was 
sown. This third aspect was further reinforced by hoarding. 

The role these institutions play may be made clear by con¬ 
trast with a situation in which each peasant household will have 
an equal amount of land and none of them will have a rent or 
usurious loan burden. In such a situation an average peasant 
household, with six persons in the family, and with the present 
land availability in West Bengal, will own and work a 2.S acre 
plot of land, and it will produce per annum, at the present 
average level of productivity, 15 quintals of rice/wheat. Deduct¬ 
ing 2 quintals for seed and other input, the family will have a 
net annual output of 13 quintals or 217 Kg. per capita per year. 
If this entire output could be consumed by peasants as food 
grains, even then it will assure them only about 594 grams per 
9 
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capita per day, which can provide about 2,100 calories, i.e. less 
than the minimum average requirement of 2,500 calories. There 
would be no or ne^igible marketable surplus of food for non¬ 
peasants or production of jute, etc. for urban factories. 

If this owner-cultivator of 2.5 acres of land can be made 
landless, then that family will earn, with its l.S workers getting 
work for 180 days in a year at an average wage of Rs 5 per 
man-day, only Rs 1350 per year or Rs 225 per capita per year. 
Even if 100% of this income can be spent on foodgrains, this 
can assure the family only 120 kg. of rice/wheat per capita per 
year, i.e. not more than 330 grams per capita per day. Thus, 
this transformation of an owner-cultivator into a landless agri¬ 
cultural labourer generates a “surplus” of 594-330 or 264 grams 
per person per day in the landless agricultural family. Remem¬ 
bering that 45 per cent of the peasants in West Bengal are land¬ 
less, these 2.25 x 6 = 13.50 million persons in the landless agri¬ 
cultural worker’s families in West Bengal now generate an 
annual “surplus” of 13.5 x 264x365 million grams or 1.3 
million tonnes per annum. Were they not landless, this surplus 
would not have arisen. 

Similarly if the owner-cultivator can be made a landless 
sharecropper of the same 2.5 acres, then the annual income of 
his family will be reduced from 13 quintals to 13—7.5 (50 per 
cent of production as rent) or 5.5. quintals. This can assure 
the family, even if the entire income is spent on cereals alone, a 
per capita per day consumption of 251 grams. Thus, share- 
cropping, as distinct from ownership of average amount of land, 
generates a “surplus” of 594—251 or 343 grams per capita per 
day or a “surplus” of 750 kg. of cereals per sharecropper family 
of six persons per year, i.e. a surplus of 750-7-2.5 or 300 kg. 
per acre. Remembering that about 37 per cent of land (or 5 
million acres) in West Bengal is under sharecropping, this sys¬ 
tem generates a surplus of 300 kg x 5 million acre= 1.5 million 
tonnes. 

In the same way, the interest burden at the rate of 60 to 100 
per cent or more on the poor cultivators forces them to generate 
a surplus for the non-agricultural sector. It may be mentioned 
that as of June 1975» the total outstanding credit from the 
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sationalised commercial banks to the different sectors of the 
economy of West Bengal as a whole was Rs 10,752 million. Of 
this amount, the share of the agriculture (excluding plantations) 
sector, supposed to be the top-most priority sector, mainly for 
which banks were supposed to have been nationalised, was only 
Rs 246 million or only 2*2 per cent of the total. This is equi- 
A^alent to Rs 17.82 per acre. Similar credit from the co-opera¬ 
tive banks is now about Rs 340 million or Rs 24.64 per acre. 
Thus, the organised capital market provided total outstanding 
loans (short and medium and long-term) of Rs 17*82+24*64 
or Rs 42*45 per acre. This is about 15 per cent of the credit 
need of the peasants even on the basis of present traditional 
cultivation. The modernised cultivation will generate a need 
for a credit of Rs 1,000 (term loan or fixed capital loan)+Rs 
1,000 (crop loan or working capital loan) making a total 
of Rs 2,000 per acre. This forced dependence of the peasants 
today on the unorganised capital market represented by village 
money lenders is, thus, an additional powerful tool for genera¬ 
ting surplus for the nonagricultural sector. 

It should further be noted that only a negligible proportion 
of the organised, formal sector loan to agriculture reaches the 
rural poor. Thus, in 1973-74, the agricultural labourers, the 
tenant cultivators, and marginal farmers owning 2.5 acres or 
less of land—and constituting 78% of the total peasants al¬ 
though owning only 22% of the land—together received only 
1 % of the total loan advanced by the Cooperative Banks to the 
agricultural sector. The corresponding share of the term loan 
advanced by Nationalised Commercial Banks to the above men¬ 
tioned constituents of the rural poor was only 12 2% [Economic 
Review^ 1977-78, Government of West Bengal] 

This complex of mechanisms for generating forced surplus 
or forced saving, the essential base for the type of metropolitan 
economy the colonialists developed in India to serve their own 
interests, was the second alternative for solving the growth pro¬ 
blem of the metropolitan economy on the basis of low producti¬ 
vity agriculture. And it was this second alternative which was 
continued in practice, despite talks or legislation to the contrary 
and perhaps unwillingly, even after independence. If-^those 
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metropolitan interests, developed during the colonial regime, had 
not dominated over-all developmental policy in India, then the 
condition of India’s rural areas and agriculture would certainly 
have been far different from what it is today, and this would 
have had made possible a far better and healthy urban economy 
than what exists to-day. 

It was on the basis of that strategy that the type of metro¬ 
politan, industrial economy that we see even today in the Calcutta 
metropolis was built. It was this industrial economy that made 
West Bengal, from a statistical, quantitative point of view, a 
relatively developed state. Reflection on the quality of this indus¬ 
trial structure, the mechanism of its development, the role it 
played in the past and is still playing to perpetuate the poverty 
of the people, leads to the realisation that what has so far been 
considered as signs of development should be conceived really 
as remnants of colonial exploitation and plunder of West 
Bengal’s economy. 

Because of the lack of realisation of the nature of West 
Bengal’s industrial inheritance, and therefore of the urgent neces¬ 
sity to change the nature of this heritage, the main develomental 
opportunities before the State were missed. What, however, adds 
further poignancy to this basic failure was the deprivation of 
even some short-term developmental benefits that could have 
accrued to the State had not West Bengal been conceived as a 
“developed” State. The latter point may be clear from tables 
59 and 60. The absolute and relative stagnation and decline of 
the industrial economy of West Bengal, which means mainly the 
Calcutta metropolitan economy, may be seen from table 59. 
Compared to 1963, the share of West Bengal in all-India indus¬ 
trial production had declined by more than 50 per cent in 1975- 
76. And the volume of industrial production in West Bengal 
in 1973 was absolutely lower by 14 per cent than what it 
was even in 1965, while in India as a whole it had increased by 
31 per cent during the same period. 

Taking India as a whole, growth of output during each of 
the subsequent three years, viz. 1974-75, 1975-76 and 1976-77 
were 2.8%, 6.1%, and 10.00% respectively [Economic Survey^. 
1977*78, Govt, of India]. Thus in 10 years, 1965-66 to 1974-75 
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Table 59 

General index of industrial production, 

West Bengal and India, 1963—1972 
(Base: 1963=100) 

Area 1964 1965 1966 1967 1968 1969 1970 1971 1972 1973 

1. West Bengal 106.6 112.8 104.8 103.1 104.4 99.3 94.3 95.6 97.9 96.9 

2. India 108.6 118 6 117.7 116.7 124.2 133.0 139.3 143 6 153.9 154.8 

Source: Economic Review, Government of West Bengal (Several years) and 

Reserve Bank of India Bullelin (several issues). 

industrial output in India is estimated to have increased by 
about 34%. In West Bengal, however, income generated from 
industry, at 1960-61 price, was 3688 million in 1965-66 and it 
decreased to Rs 3404 million in 1974-75, denoting a decline by 
nearly 9% in 10 years. The estimated output for 1975-76 is 
Rs 3552 million, which is still significantly lower than what it 
was in 1965-66. 

This absolute decline in industrial production in West Bengal 
was associated with a relative and absolute decline in invest¬ 
ment. The relevant data for the census sector industry in West 
Bengal are presented in table 60. During the four years prece¬ 
ding 1966, i.e. during 1961-1965, productive capital investment 

Table 60 

Volume of productive capital invested in census 
sector industries. West Bengal, 1959/1970 


Amount Amount 


Year 

(Rs. million) 

Year 

(Rs. million) 

1954 

3 770 

1965 

12 190 

1960 

4 350 

1966 

14 801 

1961 

4 800 

1967 

14 540 

1962 

7 570 

1968 

13 000 

1963 

8 710 

1969 

14 798 

1964 

10 170 

1970 

15 046 

Source: Annual Survey of Industries, 
Organisation, Government of India. 

Central Statisti( 
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in West Bengal increased at an average annual rate of 38.5 per 
cent; during the next four years, i.e. during 1966-1970, it in¬ 
creased at an average annual rate of only 0.4 per cent (1970 is 
the latest year for which full data on investment are available). 

Since 1970, only summary data have been made available 
covering whole of the factory sector, i.e. combining both the 
census sector and the sample sector, for financial years [April- 
March]. The relevant information is given below :— 



Productive capital 

Fixed capital 

Year 

(Rs. million) 

(Rs. million) 

1970-71 

15,656 

10,491 

1971-72 

16,663 

10,643 

1972-73 

(Data not published 


1973-74 

15,779 

9,547 

1974-75 

(Comparable data 



not available) 

10,360 

1975-76 

20,119 

11,699 


During this period, price level of finished manufactured goods 
—including capital goods—had increased by nearly 50% ; 
those of manufactured intermediate products, industrial raw 
material and wage—constituting the main elements of working 
capital—had increased by 43% to 74%. Thus, real productive 
capital base of the factory sector industries in West Bengal 
actually declined during the whole period. 

That the situation since 1970 had not basically improved is 
clear from the earlier tables and it is even clearer from table 61 
giving the number of registered factory workers in the different 
years. It maybe mentioned that 75 percent of registered factory 
employment is concentrated in the Calcutta area and that 
stagnation and decline in employment are more marked in 
the Calcutta area than in other areas of West Bengal. Table 61 
demonstrates that since 1965, on an average, the industry 
sector became a net generator of absolute unemployment in 
the state : the volume of such unemployment generated during 
the four years 1965-1969 amounted to 89,000. During the 
four years prior to 1965, i.e. 1961-1964, the volume of new 
employment generated in this sector came to 162,000. This 
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traDsfonnation of the metiopolitan industry sector from a 
generator of net new employment at an average annual rate of 
5.6 per cent during 1961-1965, however meagre it might have 


Table 61 

Employment in registered factories, West Bengal, 

1951-1976 


Year 


Employment 

(’ 000 ) 


Year 


Employmet 

(’000) 


1951 

652 

1968 

817 

1955 

647 

1969 

791 

1958 

668 

1970 

809 

1961 

781 

1971 

809 

1963 

817 

1972 

531 

1965 

880 

1973 

843 

1966 

840 

1974 

854 

1967 

832 

1975 

839 



1976 

835 

Source : 

Chief Inspector of Factories, Government 


Bengal. 


been compared to the need, to a genarator of net new unemploy¬ 
ment, at an average annual rate of 2.5 per cent during 1965- 
1969, brings to the fore the deep crisis of the Calcutta metro¬ 
politan economy. There has been some up-turn in registered 
factory employment during 1969-1974. The total increase during 
1969-1974 came to 63,000 representing an annual rate of growth 
of 1.6 per cent. The increase, however, was associated with an 
absolute fall in production by about Rs 120 million. It is evi¬ 
dent that such an increase in employment, accompanied by 
absolute fall in output, cannot be sustained for long, and needs 
to be taken as a sign of crisis rather than of development And 
since 1975 employment started falling again. It went down by 
19,000 during 1974-76. 

A further manifestation of the crisis of the Calcutta metro¬ 
politan economy is evident from the rapidly declining share of 
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Table 62 

Share of Eastern Region in all-India exports of 
engineering goods, 1965/66—1976/77 


Year Volume of engineering id Rs. million 
goods exported by (3) as % of (2) 

All-India Eastern region 


(1) 

(2) 

(3) 

(4) 

1965/66 

298 

194 


1966/67 

311 

141 

45.28% 

1967/68 

145 

120 

28.95% 

1968/69 

850 

358 

42.18% 

1969/70 

1 064 

307 

28.89% 

1970/71 

1 166 

238 

20.43% 

1971/72 

1 260 

256 

20.37% 

1972/73 

1 505 

332 

22.09% 

1975/76 

4 000 

646 

16.15% 

1976/77 

5 520 

1 121 

20.30% 

Increase 1965/66 

5 222 

927 

17.75% 


to 1976/77 

Source : Engineering Export Promotion Council, Calcutta. 

the Eastern region (which practically means, in this context, the 
Calcutta metropolitan area) in the relatively rapidly rising 
volume of all-India engineering exports. The relevant data are 
given in table 62. Even in 1965/66, the Eastern region accoun¬ 
ted for more than 65 per cent of total all-India exports of 
engineering goods; the corresponding share in 1976-77 was 
only 20.3 per cent. During the eleven years 1965/66—1976/77 
the total volume of engineering exports had increased by Rs 
5,222 million, but for the Eastern region it was as low as Rs 927 
million or less than even 18 per cent of the total. It may further 
be mentioned that while in 1951/52, Calcutta port tackled 43 
per cent of the goods handled by the major ports in India, the 
corresponding share for Bombay was less than 34 per cent. In 
1973-74, the share of Calcutta port came down to less than 10 
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per cent. During the period 1951-52 to 1973-74, cargo handled 
at Calcutta port declined by 35 per cent while that at Bombay 
increased by 2.6 times, that at Madras by 3.5 times. The pattern 
of decline of the Calcutta port activity may be seen from table 
63. 


Table 63 

Cargo handled at the Calcutta port for export and import 

1951-52 to 1975-76 


Year ’51-52 ’56-57 

•Cargo handled 

(’000 tonnes) 9,736 8,860 

Year ’69-70 ’70-71 

Cargo handled 

(’000 tonnes) 6,886 6,014 


’61-62 ’66-67 ’67-68 ’68-69 

9,302 10,104 8,991 7,965 

’71-72 ’72-73 ’73-74 ’74-75 ’75-76 

7,359 6,680 6,325 7,536 7,699 


Source : Economic Review, Government of West Bengal and 
Calcutta Port commissioner. 


The above tables have not been incorporated in this report 
to emphasise that while India as a whole is developing at a satis¬ 
factory rate, the same is not happening in West Bengal owing 
to some discriminatory policy. It is well known that India as 
a whole is passing through a crisis ; the point emphasised here 
is that within this all-embracing all-India crisis, the situation in 
West Bengal has become particularly severe owing, on the one 
hand, to the “developmental burdens” inherited by West Bengal 
and, on the other hand, to a wrong application of regional 
-development policy by the Centre. 

The second developmental alternative followed was to sustain 
the Calcutta metropolitan economy as inherited from the coloni¬ 
alists. This has meant that despite several good pieces of legis¬ 
lation to the contrary, the rural economic scene of West Bengal 
continues to be dominated by rack renting, usury and specula¬ 
tive commerce, all thriving on the concentration of land owner¬ 
ship, on the one hand, and lack of any significant employment 
opportunity outside of agriculture, on the other. And it is these 
institutions, in the absence of a vigorous programme to increase 
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agricultural productivity, which still perform the crucial role of 
mobilising forced surplus in the rural areas and transferring 
them to the metropolitan economy. The dependence of Calcutta’s 
economy on these inequitable and, as we shall see later, anti- 
productive rural institutions, is at the root of the crisis of both 
the metropolitan economy and the rural economy. 

5.2 The new Technological Possibility 

A technological possibility has now arisen, which was not 
available even ten years back, for introducing a basic change in 
the low productivity structure of West Bengal’s agriculture—the 
base of the economy. The central points for implementing this 
possibility are : (i) provision of infrastructure for water manage¬ 
ment round the year on the basis of ground water Report and 
conjunctive use of all irrigation sources ; (ii) selection of appro¬ 
priate seeds and their production and distribution in time ; 
(iii) supply of adequate doses of manure, fertilizers and pesti¬ 
cides ; and (iv) an effective post-harvest technology including 
threshing, storage, marketing, etc. Provision of all these prere¬ 
quisites, particularly in the context of the state of West Bengal, 
the main hinterland of the Calcutta metropolis, can mean at 
least a doubling of total agricultural production of West Bengal 
within five to ten years. Such a possibility makes redundant 
the current necessity of relying on the present inequitable socio¬ 
economic institutions for mobilising forced agricultural surplus, 
provided that the metropolitan economy takes upon itself, as 
its main task, the provision of these prerequisites. 

With respect to utilising the new technological possibility, 
there seem to be two different points of view. One emphasises 
the alleged a-social nature and neutrality to, scale of opera¬ 
tion of this technological possibility and proposes its introduc¬ 
tion within the framework of existing socio-economic institu¬ 
tions. Such an attempt will mean that the majority of the culti¬ 
vators, who are now victims of the burdens of usury and rack- 
renting, will not and cannot adopt this modernisation because 
it will reduce further their already meagre income. It can easily 
by demonstrated that if capital is to be borrowed at an interest 
rate of 60 to 100 per cent or more, and if 50 per cent of the 
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gross produce is to be given away as rent to the landlord* and 
if they are to take resort to distress sale, modern cultivation will 
reduce the level of income of sharecroppers, and of marginal 
and small farmers. The small minority of relatively affluent 
landowners, who have capital resources and are not subject to 
usury or rack-renting, can be induced to adopt modernisation 
in agriculture, but only if the rate of return from it is equal to 
or higher than what they are now accustomed to through 
money lending, leasing out of land and speculative trading. This 
will require guaranteeing a high price for agricultural produce 
which is detrimental to at least 80 per cent of the population, 
including the overwhelming majority of the peasants, and highly 
subsidised supply of inputs and unnecessarily heavy investment 
on infrastructure. This last point needs a little elaboration. 
This can be done with the help of one example. For efficient 
water management, the technological basis of modernised agri¬ 
culture, it will be necessary to have electricity in villages. From 
the experience of rural electrification in West Bengal, it has 
been found that the cost of setting up transmission line, includ¬ 
ing transformers, but excluding the intra-village low tension 
lines and transformers, comes to more than Rs 50,000 per 
village. However, less than 5 per cent of the land within its 
command area (which comes to less than 18 acres per village, 
having on an average 360 acres of cultivated land) can use this 
power supply mainly due to the socio-economic constraints 
mentioned earlier. This means that the overhead cost of power 
transmission per acre of land using power now comes to Rs 
2,780. If this overhead cost is to be recovered in 20 years with 
a 10 per cent rate of interest through annuity, then the annual 
payment for this overhead cost will come to Rs 330 per acre. 
Requirement of consumption of power per acre being of the 
order of 400 kwh per year, covering the above annuity for 
transmission overhead alone, will require a charge of Rs 0.82 
per unit of power. However, if all the acres of land use that 
power, then this overhead cost will come down from Rs 2,780 
to Rs 140 per acre, and this will mean that the overhead cost 
per unit of power likely to be consumed per year for irrigating, 
an acre (400 units) will come down from the present level of 
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Rs 0.82 to the possible level of only Rs 0.04. Assuming that 
two other elements of cost, viz. cost of direct production of 
power, and the cost of providing internal transmission lines for 
connecting the consumer, will be the same under both the cir¬ 
cumstances, it may be seen that the total cost of rural power 
per unit can come down from the present level of Rs 1.00 to 
only Rs 0.21. This has been calculated on the assumption that 
the cost for intra-village power connection comes to about Rs 
300 per acre, and the annuity on this cost at 10 per cent rate of 
interest payable in 20 years comes to Rs 39 per acre or less than 
Rs 0.10 per unit of power. The direct cost of generation of 
power, at a reasonable level of capacity utilisation, say 75 per 
cent, has been taken as Rs 0.07 per unit, including cost of 
maintenance, the wage of operators, and transmission and trans¬ 
portation loss of energy. To-day, when less than 18 acres of 
land per electrified village utilise power, there is a loss of Rs 
0.65 per unit of power, as the present price per unit of power 
(including duty) comes to only Rs 0.35 (for irrigation purposes). 
Thus, the total loss per village for supplying it with power 
comes to about 18 acres x 400 units xRs 0.65 or Rs 4,680. 
However, if all the 360 acres in an average village could utilise 
power, then there would be a profit of Rs 0.35—0.21 orRs 0.14 
per unit of power, or 360 acres x 400 units x Rs 0.14 or Rs 
20,160 per village. The contrast between the economics of 
partial use of power leading to modernisation of only few acres 
owned mainly by the rich and that of use of power by all the 
acres of land in the command area of power transmission sys¬ 
tem should be noted with care. 

The actual amount of loss for the public sector is even 
greater because inducing the richer peasant to adopt modernisa¬ 
tion had to include, as we mentioned earlier, guaranteeing a 
rate of return to which they were accustomed through usury, 
rack-renting, etc. and this means a huge subsidy for supplying 
inputs for modernisation, along with guaranteeing high prices 
for agricultural output. In the case of irrigation water supplied 
by government, this subsidy often amounted to more than 80 
per cent of cost including that required for amortising the capi¬ 
tal invested for pumps and tubewells over and above the sub- 
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sidised price for power (see paragraph below). Taking the 
amount of total subsidy for power per power-using villages, at 
the present level of its utilisation, this comes to about Rs 4,680 
(from the power-supplying organisation) plus Rs 5,760 (from 
government-supplying irrigation water) or a subsidy of about 
Rs 10,000 per power-using village, ultimately from the public 
exchequer. In addition, there is subsidy on fertilizers, most of 
which could evidently be used only by the richer peasants and 
that, too, in those villages with assured irrigation water. 

Another aspect of the economics of subsidy should be noted. 
If we take all the costs into consideration (see reference table J) 
the present cost of supplying one acre-inch of water by the lift 
irrigation system comes to about Rs 10 per acre-inch. Despite 
this, the implied rate charged by the government is as low as 
only Rs 1.60 per acre-inch, which does not cover even the price 
of power. The corresponding rate charged by the private 
suppliers of lift irrigation water, however, is as high as Rs 20 
to Rs 40 per acre-inch. And these two rates are interconnected. 
This subsidy of about 80 per cent of the cost means heavy drain¬ 
age on public sector resources, making it unable to extend the 
system at a rapid rate. This inability of the public sector is the 
objective pre-condition for the ability of the private sector owner 
of the shallow tube-well, obtained with a loan, in most cases, 
from a government or nationalised bank, to sell water at such 
an excessively high price. It has been estimated that had all the 
peasants purchasing water from lift irrigation sources paid the 
economic water rate of Rs 10 per acre-inch, then the total cost 
of the peasants to pay for lift irrigation water supply in West 
Bengal in 1974 would have been about Rs 210 million. As against 
this, the peasants pay at least Rs 225 million to private owners 
and about Rs 24 million to the public sector, i. e. a total of Rs 
249 millions or Rs 39 million more than the economic rate. This 
means that despite the subsidy, or rather because of the subsidy 
not only does the government lose heavily, weakening the public 
sector, the peasants also lose heavily. The only beneficiaries in 
the whole endeavour are the relatively rich private owners of 
shallow tube-wells, most of whom even do not pay back govern¬ 
ment or bank loans. 
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If agriculture were a relatively small economic sector, as is the 
case with most of the already developed countries, it could be 
possible to subsidise agriculture in this fashion. In an under¬ 
developed country like India, where agriculture still accounts 
for 75 per cent of material goods production, it is possible to 
subsidise agriculture only to a very limited extent. Need for 
subsidy arises in the main, from an attempt to modernise by 
keeping semi-feudal institution intact. This is one of the main 
reasons for the extremely limited extent of the rural electrification 
programme and of the agricultural modernisation programme 
in West Bengal. Thus, the policy of modernising agriculture, 
keeping the present social structure intact, is bound to lead to : 

(i) an uneconomic, wasteful utilisation of extremely costly 
overhead facilities including not only power transmission 
system but also roads, servicing and market centres, etc. 

(ii) an extremely limited modernisation leading to a limited 
use of the vast technological possibilities that have now 
been opened up before us. This results in very little 
growth of production compared to what is technologi¬ 
cally possible; 

{iii) a rapid accentuation of inter-strata income differences 
within the village leading to very grave socio-economic- 
political consequences ; 

(iv) extremely limited expansion of the programme in 
diflferent areas, arising from very limited resources of 
the state in such an economically poor country like ours, 
leading to extreme accentuation of regional disparities 
also leading to very grave economic and political 
consequences ; 

(v) a very limited expansion of the market for industrial 
goods--capital, intermediate and consumption goods— 
compared to what is technologically possible ; 

(vi) a very limited expansion of supply of agricultural sur¬ 
plus-food and industrial raw materials—because it 
will still have to depend on “forced saving”, compared 
to what is technologically possible; 

(vii) very limited expansion of productive work opportunity, 
compared to possibilities, and 



WHAT A1L9 THE METROPOLITAN ECONOMY 143 

(viii) huge import burden, endangering even national 
independence. 

It, thus, appears that the thinking that modern agricultural 
technology is a-social and can be implemented, at least in such 
underdeveloped countries like India without a basic change in 
the existing socio-roonomic structure is based on a wrong under¬ 
standing both of the nature of the technology and of the prevail¬ 
ing socio-economic structural constraints on the use of this 
technology. A continuation of the same wrong thinking, though 
it appears in a very different garb, is that which portrays the 
modern technology as suitable for rich cultivators only. The 
latter implies, either explicitly, or implicitly, that firstly it is 
possible to cover all or most of the rich farmers in India, keeping 
the present social structure intact and make a breakthrough in 
agricultural-industrial prod uction. 

Secondly, and this is more dangerous, this modern techno¬ 
logy may not be meaningfully used, either actually or in a 
programatic sense, for ushering in a new and more equitable 
social order, and then using it fully and successfully in that new 
aocio-economic institutional set up. 

It can easily be demonstrated that the modern agricultural 
technology based on efficient water management and timely 
supply of other industrial inputs, is neither a-social nor is it parti¬ 
cularly suitable for adoption by rich farmers only. This techno¬ 
logy can be used with least economic cost and with maximum 
efficiency only when all the peasants—and the higher the propor¬ 
tion of peasants based on family cultivation the better—in the 
command area of the provision of those technological facilities, 
can adopt modernisation. This necessitates an agrarian system 
based : 

(i) not on concentration of land ownership but on as equi¬ 
table a land distribution as possible ; 

(ii) not on rack-renting which reduces the income of share¬ 
croppers by more than half, but on the abolition of the 
sharecropping system by giving the poor sharecroppers 
proprietory rights over the land they themselves cultivate 
mainly with their family labour ; 

(iii) not on the present system of usury pushing up the capital 
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cost and hence, all other costs, for the small and margi¬ 
nal farmers, but on making available full credit to all 
the producers at a low rate of interest from the banking 
system ; 

(iv) not on the present system of speculative trading and 
dadan (advance sale) whereby the poorer majority of 
peasants are forced to sell their output at a price far 
lower than the market rate despite their far higher cost 
of production, but on state-controlled or co-operative¬ 
marketing systems; 

(v) not on the present system of starvation wages, and that 
too for less than half of the year, for landless agricul¬ 
tural labour, but on providing as much land as is 
possible to them through an egalitarian land distribu¬ 
tion system and also by providing them with a living 
wage all the year round. 

Only a programme for building such a socio-economic institu¬ 
tional set up, which has become technologically feasible only 
recently, and a concerted attempt to implement that programme 
can generate the social energy to bring about such an economic 
and technological transformation of West Bengal’s rural, agra¬ 
rian society. 

It is the lack of such a transformation in agriculture, involv¬ 
ing the major part of the informal (unorganised) sector and also 
of the entire productive sector, and a lack of involvement of the 
Calcutta metropolitan economy to bring about such a transfor¬ 
mation, that, in the main, ails the metropolitan economy and, 
along with it, its industrial and trading informal sector. Unless 
this realisation forms the core of the programme for curing the 
metropolitan economy of its ailment, any other programme, 
even if fully implemented, may not only not solve any of the 
fundamental problems, but in all probability will further aggra¬ 
vate the malady from which the metropolitan economy, and the 
entire West Bengal economy, is suffering today. 



Chapter VI 


A PROGRAMME FOR DEVELOPMENT OF THE 
INFORMAL SECTOR 


6.1 Introduction 

A programme for development of the informal sector for in¬ 
creasing, and then fully utilising, its productive employment 
potential involves a restructuring not only of the informal sec¬ 
tor, but of the entire economic system. One aspect will have 
to be freeing the smaller producers from the necessity of depend¬ 
ing on the mercy of the large commercial-cum-industrial houses. 
But this necessarily implies the abolition of one of the major 
modes of operation for earning huge profits by the large, oligo¬ 
polistic commercial houses dominating the Calcutta economy, 
directly or indirectly. It needs to be borne in mind that **doing 
something good” for the informal sector units may necessarily 
involve “doing something bad” for the commercial oligarchy 
and the latter, being very powerful, may, therefore, obstruct, 
directly or indirectly, any attempt to free the small units from 
the need for dependence on them. 

A second point to be understood in this connection is that, 
given the existing socio-economic structure, the large units do 
provide a real service to the smaller units by providing the latter 
with essential marketing and other allied facilities, although at 
a very high cost. The present social structure does not provide 
the small man with any better alternative. It is this that explains 
the eagerness of the small units to make some contact with the 
large units for obtaining orders for goods or other similar facili¬ 
ties. They know full well how they are cheated in the matter 
of prioe, etc., but it is only this exploitation that can guarantee 
them a means of livelihood, however meagre it may be. The 
other alternative provided by the present society to the poor is 
simple starvation. What is being stated here with regard to 
small industrial units and the commercial oligarchy in the 
metropolis, is exactly applicable in the case of small peasants, 
with a little land or without land, vis-^-vis the landlord, the 
money lender and the speculative trader, often combined in the 

10 
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same house. If the landless labourer does not get work, even at 
the pitiable wage of Rs 2 to 3 per day, or if he does not get 
the right to share-crop the landlord's land even by paying 
50 per cent of the gross produce as rent, or if he does not get 
a loan even with 100 per cent or more interest rate, etc., then 
the only alternative before him is death, or may be, for a more 
enterprising few who live nearer the metropolis, an escape to the 
streets of the metropolis as pavement dwellers (see Annex B). 

Despite the various declarations to the contrary, the Govern¬ 
ment and its allied organisations, including co-operatives, have 
not been able to provide in the main, any alternative to the 
overwhelming majority of these informal sector units, in the 
urban or in the rural areas. The most striking manifestation of 
this, as we have discussed earlier, is that very few in the in¬ 
formal sector are even aware that there are organisations for 
providing them any alternative facility, i.e. to most of them the 
existence of Government as a developmental organisation meant 
for helping the poor does not have any meaning. 

Under these circumstances, neither the small industrial units, 
particularly the smaller amongst them employing less than ten 
or less than five persons, including family labour, nor the small 
peasants either owning no land or owning or share cropping less 
than 1 or 2 hectares of land, can be expected to organise them¬ 
selves on their own to become self-reliant by insulating them¬ 
selves from the need for dependence on the larger commer¬ 
cial industrial units or the landowner money lenders and specul¬ 
ators in the rural areas. Neither is it possible for those in in¬ 
formal sector industry to so improve the level of living of the 
poorer people (the other market which they serve now) that the 
latter will demand more and more industrial goods from in¬ 
formal sector industrial units. The removal of poverty of these 
people, particularly of the overwhelming majority of them now 
engaged in agriculture imthe rural areas, is also integrally linked 
to a restructuring of the entire industry mix to orient it towards 
the rural areas for improving productivity in agriculture 
and that, too, by relying as far as possible on the resources the 
nation already possesses, and to a basic restructuring of the 
existing inequitable socio-economic system. This system h^ 
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some relevance earlier when low productivity in agriculture was 
in a way inevitable. Then only the institutions characterising 
the present system could produce the “agricultural surplus*’ 
needed to sustain the urban, metropolitan economy and its 
dominating element, the commercial-industrial oligarchy. But 
with the emergence of the technological possibility of a dramatic 
increase in agricultural productivity, the present inequitable 
socio-economic structure has become redundant, unnecessary 
and a very big barrier for achieving in practice the technological 
possibilities of increasing agricultural production. 

A correct developmental strategy, in our opinion, should 
utilise the compulsion of circumstances, the compulsion which 
affects both the dominating rich and the exploited poor, 
for developing a programme which will mobilise and organise 
the poor in the process of implementing the programme itself. 
With such an organisation, it will be possible for the poor to 
take conscious and deliberate action to remove the difficulties in 
the way of further implementation of the programme. This 
programme should not be based on giving relief or subsidies to 
the poor—^which, any way, cannot be provided on a mass scale-— 
but on helping them to make use of their own resources, which 
is only partially possible within the present structure of the 
society. They will then be able to utilise their added economic 
and organisational strength to move on toward changing the 
existing structure itself. 

It is not possible for a single individual or even for a small 
group of experts to design such a programme. So what is 
presented below is merely a suggestion for discussion, both by 
the learned experts as well as by as many of the local people in¬ 
volved in the field as is possible, so that a viable programme 
for development may emerge in not too distant a future. 

€.2 Suggested outline of a Developmental Programme 

By far the most important compulsion of circumstances now 
operating in India is the need to develop agricultural production 
rapidly. Whether for fighting galloping inflation or for reducing 
industrial unrest, or for achieving the political compulsion of 
removing or at least not further accentuating poverty, or for 
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providing employment or for providing much needed raw mate- 
rials for industry and cheap and abundant food for the people^ 
or for solving the foreign exchange crisis and becoming self- 
relianty the key is far higher agricultural production. This can 
be achieved through a development strategy centered on the 
rapid modernisation of agriculture. 

A strategy of agricultural development which relies on the 
few village rich is costly and its capacity to utilise West Bengal’s 
resources is limited. This is gradually leading policy-makers to 
shift from the strategy based on providing incentives for the 
rich to develop with some marginal relief for the poor, to an 
alternative strategy based on utilising total resources—both 
natural and human—on an areal, spatial basis. <<Area-based 
total development” is becoming an essential feature of develop¬ 
mental strategy. 

Another feature of the strategy, which is gradually becoming 
more and more important, is in effect to change the industry 
mix by providing added priority to irrigation and hence rural 
electrification and pumps and tubewells and pipes etc. and to 
fertilisers, manure, plant protection material and agricultural 
tools, implements and machinery, the industries required for the 
development of agriculture and also to mass consumption goods^ 
tike coarse cloth, etc., demand for which will increase with an 
increase in income in the agricultural sector. 

The third point of this strategy is to change the current use 
pattern of organised credit. It may be remembered that the big 
banks in India were nationalised in 1969 with the explicit aim,, 
among others, of providing bank credit to agriculture and small 
industries. 

The development programme for informal sector industry 
both in the metropolitan as well as in the rural areas will have 
to be based on four aspects of development: area-based integra¬ 
ted development of agriculture, restructuring the industry mix,, 
restructuring the power use pattern and restructuring credit 
{ffovision. This is the first essential feature of the recommended 
developmental programme for informal sector industry. 

The second point in this strategy, also applied piecemeal 
earlier with extremely limited success, is to make informal sector 
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industrial development also an area-based programme. Instead 
-of trying to organise all the existing scattered informal sector 
units, attempts will have to be made (i) to locate concentrations 
•of such units, (ii) to identify those concentrations which can be 
easily adapted for supplying inputs to agriculture or inputs to 
industry meant for agricultural development, and (iii) also to 
identify those concentrations which can supply cheap consump¬ 
tion goods demanded by the urban and rural poor because 
demand for such goods is likely to rise at a relatively higher 
rate. 

In the rural area, the comprehensive area development pro¬ 
jects or the command area development projects will have to 
take up the development of small industrial units within the 
area for servicing industrial installations for agriculture (irriga¬ 
tion and drainage systems, warehousing, etc.), producing spare 
parts and sometimes simpler equipment and tools and formula¬ 
tions of plant protection chemicals and for producing organic 
manure and strengthening it with chemical fertiliser or with such 
raw materials as rock phosphates, etc. These informal sector 
industrial units will be, so to say, ancillary to informal sector 
agricultural activity, within the over-all organisation to be set 
up to manage the area development programmes. 

The third aspect of the development strategy is to develop 
suitable area based organisations with sufficient authority and 
resources. They will initially be established from the top but 
are to be replaced by local universal cooperatives or other 
•organisations controlled by the poorer majority within one to 
three years. Their aim will be to link up informal sector indus¬ 
trial activity as far as is possible with organised informal sector 
agricultural activity, and also to link up the former with new 
larger ventures of industrial development meant for agriculture 
(and other purposes). This will require conscious planning of 
the proposed big industrial units in the public, private and joint 
sectors from the stage of project preparation, to take into 
account the need for, and to plan for development of, ancillary 
informal sector units located, preferably, in a particular area. 
Location of all or most of the ancillary units for a particular 
large factory, in one compact area, will not only facilitate deli- 
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very of inputs and outputs, but will also make possible tho 
building up of an efifective organisation of the informal sector 
ancillary units so that collectively they may acquire sufficient 
strength to bargain with the large unit and with the Government 
in the matters of pricing, regular order, regular payment, regular 
supply of scarce raw materials at controlled prices, and also 
regular credit from the organised sector. 

Apart from the 300 comprehensive area development project 
in West Bengal planned for the Fifth Plan and 700 more for the 
Sixth Plan, covering 10 million acres in the ten years 1974-1984, 
it is proposed that about 30 metropolitan CADPs and an addi¬ 
tional 70 urban CADPs be set up during the Fifth Plan period. ‘ 
The nucleus of these CADPs will be either existing concen¬ 
trations of informal sector units with potentials for supplying in¬ 
puts to agriculture or mass-consumption goods, or the areas 
where such a concentration can be built up for serving the ad¬ 
joining agricultural areas. These urban, metropolitan CADPs 
should have organisational liaison with the rural CADPs on the 
one hand and the urban metropolitan large agro-industries and 
other industries on the other. In one sense, they will constitute 
a higher level in the hierarchy of industrial centres with the low¬ 
est—which does not exist now and will have to be established— 
in every anchah which is a cluster of 8-10 villages, and the 
highest to be located in the metropolis. This, too, will have to 
be established because metropolitan industry as it is now consti¬ 
tuted cannot become a part of the proposed hierarchy which, in 
the main will ultimately serve West Bengal’s agriculture. 

These urban CADP organisations should centre round econo¬ 
mic activity and increased productive employment in the specific 
area ; to this central point will be linked up all other aspects of 
development—roads, power, health facilities, education and 
training, etc. This will in a way reverse the existing patterns of 
metropolitan developmental activity where the provision of these 
infrastructure facilities is not conceptually linked up, in the 
programme or in its actual implementation, either with the 
desired core activity of metropolitan-cum-regional economic 

1 Unfortunately, however, state government has sanctioned upto 
May, 1978, setting up of only 20 rural CADPS. 
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development or with the different aspects of the physical develop¬ 
ments themselves. This suggested reversal can be effected only 
when it is understood that the fundamental malady in the 
Calcutta area does not arise from holes in the roads or lack of 
drinking water or poor drainage or poor transportation facilities 
or poor education or health services—it arises basically from a 
sick economic structure that was inherited and which has not 
been changed so far. The mere provision of some added 
physical infrastructure, without changing the structural base of 
the metropolitan economy itself, cannot cure the malady ; 
rather it is likely to accentuate it further by diverting scarce 
elements (cement, power, organisation, credit etc.) to non¬ 
priority sectors. 

6.3 The Prospect 

This section is based on an estimate, in terms of broad 
orders of magnitude, of the industrial input requirement of our 
agriculture in West Bengal. 

West Bengal now has 13.8 million acres of net cultivated 
area and there is little new scope to increase the area further. 
Rather, with the prospect of agricultural modernisation now be¬ 
coming visible on our horizon, there should be an attempt, say, 
5-10 years hence to have some of these lands covered by forest 
to restore ecological balance. For the sake of simplicity, it has 
been assumed that 10.0 million acres will be modernised in ten 
years starting with 200,000 acres in the first year and then 
increasing it in a way that by the 10th year 10 million acres are 
modernised. The immediate industrial implication of the pro¬ 
posed modernisation, based on the data thrown up by the first 
13 rural CADP project reports, will be an increase in the indus¬ 
trial input content of agricultural output from the present level 
of 2-3 per cent to 15-20 per cent. This will mean : 

(i) an increase in fertiliser use per acre from 11 kg. of nutri¬ 
ent (N, PgOg and KgO) per acre per year with 130 per 
cent cropping intensity in 1976 to 130 kg. of nutrient per 
acre per year with 250 per cent cropping intensity. Of 
this 130 kg. it should be possible to supply about 20 kg. 
from local composts^ utilising the entire human, animal 
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farm yard, and household wastes as well as urban wastes 
—which incidentally, are two times the existing supply 
of chemical fertiliser—^leaving aside 110 kg. per acre, 
costing about Rs 450 to be supplied by the factory 
sector; 

(ii) an increase in the use of plant protection material per 
acre from Rs 10 to about Rs 150 per acre per year. 

The above two requirements will mean that the chemi¬ 
cal industry will have to supply an additional Rs 450 x 
200,000 acres worth of chemical fertilizer+Rs 150x 
200,000 acres of plant protection material or Rs 120 
million worth of goods per year for the project areas in 
the initial year, to be increased to Rs 6,000 million per 
year in 1985 when the proposed 10 million acres are to 
be modernised. This likely demand by 1985 (including 
1.10 million tonnes of nutrient from the factory sector) 
may be contrasted with the present supply of Rs 500 
million worth of such goods per year for the agriculture 
sector in West Bengal as a whole ; and West Bengal 
industries as such play an insignificant role in supplying 
even this meagre amount. 

(iii) an increase in the use of power from the present West 
Bengal average of about 5 units per year per acre to 
about 400 units per year per acre in 1985 or a total of 
at least 4000 million units per year. This will require a 
firm capacity of at least 670 MW or an installed capa¬ 
city of at least 830 MW. The initial 200,000 acres of 
compact modernised blocks will require at least 80 
million units. In 1976-77 irrigation for West Bengal 
as a whole got only 68.2 million units constituting 
only 1.2 per cent of the total power consumed in 
West Bengal as a whole. This additional power generat¬ 
ing capacity will require an investment of Rs 2,000 
million; additional investment requirement for install¬ 
ing the connection to the new irrigation tube wells 
will be at the rate of Rs 400 per acre in as yet non- 
electrified villages and Rs 230 per acre in the already 
electrified villages. 
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(iv) calculating in tenns of what are popularly called 
shallow tube wells with a 5 HP pump capable of irri^t- 
ing, with proper water management and proper crop 
comination channels, etc., about net 10 acres through¬ 
out the year, with a life of less than 10 years, this 
modernisation programme will require a production 
capacity of 0.1 million sets of shallow tube wells per 
annum with an output value of Rs 500 million per year. 

(v) Assuming that 75 per cent of the land (or 7*5 million 
acres) will use hand sprayers for spraying plant protec¬ 
tion material, that each such sprayer can manage 10 
acres and that it has a life of seven years, then there will 
have to be a production capacity of 75,000/- per year 
with an output value of Rs400 x 75,000 or Rs 30 million 
per year. 

(vi) Assuming that the remaining 25 per cent of the land 
will use power sprayers, each with a capacity of 50 acres 
and a life of three years, immediate annual production 
capacity will have to be for 5,000 units to be raised to 
10,000 units from the third year with an ultimate out¬ 
put value of Rs 1,000 X 10,000 or Rs 10 million per year. 

•(vii) Assuming that one combined power thresher for wheat 
and paddy can tackle the output of 100 acres and that 
each has a life of seven years, then there should be a 
production capacity of 10,000 units per annum with an 
output value of Rs 1800 x 10,000 or Rs 18 million per 
year. 

<viii) Assuming that with about 2.5 crops per year, there will 
be need, after fully using local bullock and human 
power, for 15 per cent of the land (or 1.5 million acres) 
to be ploughed by power tillers and another 15 per cent 
by tractors, there should be a production capacity for 
2,000 tractors, each tackling net 100 acres, and 10,000 
power tillers per year, each with a capacity of 20 acres 
and with a life of seven years. Total value of output will 
be Rs 62,000 X 2,000+Rs 22,000x10,000 or Rs 344 
millions per year. 

{ix) In addition, there will be a requirement for smaSer 
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implements like MB ploughs, seed drills, wheel hoes» etc. 
Compared to the requirement of four pairs of bullocks 
per day per acre with ordinary ploughs, the MB ploughs 
can reduce the requirement of bullock power by 50 per 
cent. Each of these ploughs will cost Rs 30, which is 
the same as ordinary ploughs, and will last for seven 
years. Even if 50 per cent of the land is tilled with MB 
ploughs, then the annual requirement will be of the 
order of 0.1 million with an output value of Rs 3 
million. The requirement of seed drills, one each for 
15 acres and with seven years* life, will be 35,000 per 
year with value of Rs* 3.5 million. The magnitude of 
requirement of wheel hoes will be the same and its 
annual value will be Rs 1.8 million. 

Summarising the requirements of industrial inputs stated 
above (and this does not include the requirements of stores, cold 
storage, transport and the like) we may see that the implication 
of giving top priority to elimination of poverty and hence to 
agriculture—because in the context of our country, it is agricul¬ 
ture which produces the wherewithal to fight poverty—is, among 
other things, that industry should by 1985 be able to supply 
the following annual inputs to agriculture for West Bengal 
alone : 

(1) Chemical goods worth Rs 6,000 million per year. 

(2) At least 4,000 million Kwh of power worth Rs 1,280 
million per year at the present price rate for power. 

(3) Engineering goods worth : 

(a) Rs 500 million for tubewells and pumps ; 

(b) Rs 40 million for sprayers ; 

(c) Rs 18 million for threshers ; 

(d) Rs 344 million for tractors and tillers ; 

(e) Rs 2 million for MB ploughs, wheel hoes and seed 
drills 

Total Rs 904 million of engineering goods per year. 

Only the three items noted above make a total annual require¬ 
ment of industrial goods for agriculture worth Rs 8,184 
million. In addition, there will be a requirement for heavy 
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capital goods such as power plants, factories for producing 
tiiose inputs, transmission towers, and the like. Even if we 
spread these heavy capital investments over ten years, annual 
investment goods to be produced on this count will have to be 
of the order of Rs 1,500 million. 

At the present level of productivity and of input and labour 
use, working capital need per acre is about Rs 300, of which, 
now about Rs 20 are provided by the commercial banks (most 
of which in term loan) and Rs 25 by the cooperative banks, 
leaving Rs 255, or 85 per cent of the credit requirement to be 
supplied by the village money lender often at an interest rate 
exceeding 100 per cent per annum. Modernised agriculture will 
need working capital of the order of Rs 1,000 per acre for paying 
for the inputs and for labour (including maintenance of family 
labour). This is in addition to Rs 1,000 of direct fixed capital 
with an average life span of 10 years. This level of credit can¬ 
not be supplied by the village money lender and, what is more 
important, it will not be worthwhile for the peasants to moder¬ 
nise with borrowed capital bearing an interest rate of 50 to 100 
per cent or more. This credit will have to be supplied by the 
banks. The order of magnitude of this credit requirement for 
10 miUion acres by 1985 will be Rs 10,000 million as working 
capital and 1,000 millon as direct fixed capital (renewing 10 per 
cent of the direct fixed capital every year) or a total of Rs 11,000 
million per year. This is higher than the total outstanding credit 
of Rs 10,752 million from the commercial banks to West Bengal 
as a whole as of June 1975, and it is nearly 200 times the total 
credit now being provided to West Bengal agriculture by the com¬ 
bined effort of the commercial and cooperative bank together ! 

The compulsion of circumstances, noted earlier, is pushing 
us inexorably towards the pattern of production and of credit 
visualised above. The significance of this pattern may be under¬ 
stood from the facts that our state of West Bengal, despite ita 
designation as a relatively advanced industrial state of India, 
scarcely produces any of these goods now, though it does 
produce a lot of other industrial goods ; and that of the total 
outstanding credit from commercial banks to West Bengal^ 
only 2.2% goes to the agricultural sector now. 
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Our scarce resources should not be frittered away on relative¬ 
ly non-priority items; and the other development programmes 
should be designed to become a positive force to push toward a 
total modernisation of agriculture based on a restructuring of 
existing inequitable and anti-productive socio-economic institu¬ 
tions, and a basic change in the industry mix, the power supply 
mix, and the structure of credit availability. This can be 
achieved only by a self reliant, militant organisation of the 
rural and urban poor. 

The programme for creating, and then using, the productive 
employment potential in the Calcutta area informal sector, will, 
thus, have to be designed as an integral part of the above pros¬ 
pect. On the fulfilment of the above prospect depends elimination 
of underemployment from agriculture, the dominant form of un¬ 
employment in India, and creation of a real and massive agri¬ 
cultural surplus for sustained long-term developmental activity, 
which is necessary to generate massive new employment in the 
non-agricultural sector. The informal sector in the Calcutta 
metropolis can be made to stand on its feet and play a significant 
role if it can be integrated into such a prospect. 
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A NOTE ON THE DESIGN FOR THE SURVEY OF SLUM 

Indusbries in the Calcutta area 

Purpose : To find out the tasks required to be undertaken tO' 
realise in practice the employment potential of informal sector 
industries in general and Calcutta area slum industries in 
particutar. 

Methodology : As the main purpose was qualitative rather 
than quantitative, it was decided that instead of random sample, 
it would be better to make a purposive selection of few typical 
slum areas with concentration of industrial units in such a 
way that one or more slums were covered from most of the 
zones in the Calcutta metropolitan centre, dominated you 
Calcutta city proper. Accordingly, 11 survey zones were selected 
as noted below. From amongst these we identified one or more 
geographical clusters in which more or less complete lists of the 
units were prepared. These units were then covered through the 
survey. 

The Calcutta metrpolitan core was divided into 11 survey 
zones as noted below : 

Serial No Name of survey zones 

1. Howrah city North 

2. Howrah city Central 

3. Howrah city South 

4. Cossipore, Baranagar, Paikpara, Datta Bagan 
(northern suburb of Calcutta) 

5. Kidderpore,Matiaburuz, Santoshpore (South* 
West Calcutta) 

6. Chetla (South-Central Calcutta) 

7. Baithakkhana, Rajabagan, Narikeldanga, 
Fulbagan (Central Calcutta) 

8. Beliaghata, Manicktola, Bagmari, (North-East 
Calcutta) 

9. Entally-Park Circus (Central-East Calcutta) 
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Our scarce resources should not be frittered away onrdative- 
ly non-priority items; and the other development programmes 
should be designed to become a positive force to push toward a 
total modernisation of agriculture based on a restructuring of 
existing inequitable and anti-productive socio-economic institu¬ 
tions, and a basic change in the industry mix, the power supply 
mix, and the structure of credit availability. This can be 
achieved only by a self reliant, militant organisation of the 
rural and urban poor. 

The programme for creating, and then using, the productive 
employment potential in the Calcutta area informal sector, will, 
thus, have to be designed as an integral part of the above pros¬ 
pect. On the fulfilment of the above prospect depends elimination 
of underemployment from agriculture, the dominant form of un¬ 
employment in India, and creation of a real and massive agri¬ 
cultural surplus for sustained long-term developmental activity, 
which is necessary to generate massive new employment in the 
non-agricultural sector. The informal sector in the Calcutta 
metropolis can be made to stand on its feet and play a significant 
Tole if it can be integrated into such a prospect. 
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A NOTE ON THE DKlGN FOR THE SURVEY OF SLUM 

InDUSBRIES in THE CALCUTTA AREA 

Purpose : To find out the tasks required to be undertaken to- 
realise in practice the employment po^ntial of informal sector 
industries in general and Calcutta area slum industries in 
particutar. 

Methodology : As the main purpose was qualitative rather 
than quantitative, it was decided that instead of random sample, 
it would be better to make a purposive selection of few typical 
slum areas with concentration of industrial units in such a 
way that one or more slums were covered from most of the 
zones in the Calcutta metropolitan centre, dominated you 
Calcutta city proper. Accordingly, 11 survey zones were selected 
as noted below. From amongst these we identified one or more 
geographical clusters in which more or less complete lists of the 
units were prepared. These units were then covered through the 
survey. 

The Calcutta metrpolitan core was divided into 11 survey 
zones as noted below : 

Serial No Name of survey zones 

1. Howrah city North 

2. Howrah city Central 

3. Howrah city South 

4. Cossipore, Baranagar, Paikpara, Datta Bagan 
(northern suburb of Calcutta) 

5. Kidderpore,Matiaburuz, Santoshpore (South- 
West Calcutta) 

6. Chetla (South-Central Calcutta) 

7. Baithakkhana, Rajabagan, Narikeldanga, 
Fulbagan (Central Calcutta) 

8. Bdiaghata, Manicktola, Bagmari, (North-East 
Calcutta) 

9. Entally-Park Circus (Central-East Calcutta) 
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10. Jorabagan* Rambagan, Kumartollyf Chor> 
bagan (North-West Calcutta) 

11. Tangra-Tiljala (East Calcutta) 

After listing the units, these were divided into 56 industry 
types which were then re-grouped into 12 industry groups. The 
pattern may be clear from the industry code list below. 


Name of the Name of the 

industry group industry type Code 

01 Food and (a) Chaki Oil” 

tobacco (b) Rice mills 012 

(c) Dal mills 013 

(d) Flour mills 014 

(e) Bhuja jalpan shops 015 

(f) Sugar candy and ice cream 016 

(g) Mustard oil 017 

(h) Pickles, jelly, bakery, canned fruits 018 

(i) Sweet confectionery 019 

(j) Bid! making 0110 

(k) Other tobacco products 0111 

(l) Others 0112 

02 Textiles (a) Sari, cloth printing and 

embroidery 021 

(b) Textile weaving 022 

(c) Rope making 023 

(d) Hosiery dyeing, hosiery lace, 

allied products 024 

(e) Others 025 

03 Wood (a) Wooden furniture. Wooden 031 

accessories, wooden frames 

(b) Sawmills, wood packing boxes 032 

(c) Umbrella sticks 033 

(d) Foot wear (wooden) 034 

(e) Bamboo products 035 

(f) Jute mill bobbins and looms 036 

(g) Wooden toys, sports, wooden 

spoons, etc. 037 

(h) Others 038 
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Name of the 

Name of the 


industry group 

industry type 

Code 

•04 

Paper 

(a) Card board boxes, card board 




tubes, card board products, 
paper bags, paper boxes 

041 

05 

Printing 

(a) Book binding, printing presses 

051 

06 

Leather 

(a) Shoe making, leather goods. 




tube-well washers, etc. 

061 

07 

Rubber 

(a) Rubber products 

071 

08 

Chemicals 

(a) Acid 

081 



(b) Medicine manufacturing 

082 



(c) Soap making 

(d) Napthelene, sealing wax, wax. 

083 



celluloid comb, bottle 
manufacturing 

084 



(e) Paints 

085 



(f) Incense-sticks 

(g) Plastic toys, ink, stamp pads, 

086 



cosmetics 

087 



(h) Others 

088 

09 

Non-metalic 

(a) Building materials 

091 


mineral 

(b) Potteries, image, clay-model 



products 

makers 

092 



(c) Glass ampules, scientific 




glass apparatus 

093 



(d) Others 

094 

10 

Metal 

(a) Wire netting 

101 


products 

(b) Conduit pipes 

102 


(excluding 

(c) Wire drawing, wire nails, belts 

103 


machinery) 

(d) Tin boxes, tin toys 

104 



(e) Household utensils 

(f) Collapsible gates, grills, windows, 

105 



Steel rails 

106 



(g) Steel almirahs, cabinets 

(h) Welding and metal products. 

107 



iron foundry 

108 
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Name of the Name of the 

industry group industry type Code 

(i) General engineering 109 

(j) Hoop iron 1010 

(k) Biscuit-making machinery, tablet 

machines, 10 

Power presses 1011 

(l) Razors, scissors, tongue scrapers, 

spades 1012 

(m) Electro-plating, galvanising 1013 

(n) Canteen equipment 1014 

(o) Agricultural tool manu¬ 
facturing and repairing ^7 1015 

(p) others ^ 1316 

11. Machinery (a) Ceramic insulators, electrical 

goods 111 

(b) Motor parts, tools, cardboard 

machinery manufacture 112 

(c) Engineering goods machinery, 113 

(d) Shades of fluorescent lamps 114 

(e) Bobbin pins 115 

(f) Cycle parts, motor parts, 
locomotive machinery spare 

parts, ancillary parts 116 

(g) Dies lir 

(h) Bobbin making and rickshaw 

coach making 118 

(i) Others 119* 

12 Miscellaneous (a) Jewellery shops, conchshell 

products 121 

(b) Musical instruments 1^ 

(c) Photo-frames, watch repairing, 

fountain pen, optical frames 123 

(d) Kerosene lamps, washer mantle 

of Hanzaq, hospital furnishings 124 

(e) Mosaic tiles, brick dust 125 

(f) Distilled water 12& 
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Name of the 

Name of the 


industry groop 

industry type 

Code 


(g) Straw nutting 

127 


_ (h) Others, ^ 

128 


Along with pr^^g the list a imits« a first draft - of the 
survey schedule was prepared and a pilot survey was conducted 
for pre-testing the schedule, as well as for providmg direcl field 
training in the industry survey to the group of social workers— 
attached to CUSCON, CMPO, and CMDA—who were to con¬ 
duct the survey. ‘ 

After finishing the survey schedule, a copy of which appears 
at the end of this note, a detailed written instruction was provi¬ 
ded to Wht investigators and several discussion meetings-cum- 
training classes were held. 

Survey schedules were scrutinised by senior staff, coded 
according to a code list prepared earlier, and then ^e ihfor- 
mation was transferred to punched cards add fed to a .unit 
record machine which provided us with basic data sheet. Final 
tables were prepared with the help of this basic data shee^ 


11 



TYPE STUDY OF INDUSTRIAL UNITS IN 
CMD SLUM AREAS, 1973 
CMPO-CMDA^CUSCON-DIR. OF C R SSI-tOT 

nOCK-I: Identificadon 

Slum Identity Industry Type 


X 


T 


C Schedule No_ 

D. Name of Investigator_ 

E Name of the Unit/Owner 
F. Factory Address_ 


O* Name and status of informant___ 

H. Type of legal organisation_ 

L Is registered 7 (a) as SSI __ 

(b) under Factories Act__ 

J. Area of the workshop: Covered_ sa. ft. 

Open__sq.ft, 

K. Type of structure_ 

L. Is the workship used also for residential purpose 7 _____ 

- r -.1. S_ _i 


BLOCK n i Employment 

A. No. of days the factory worked during last one year 

(November, 1972—October, 1973)_ 

B. No. of shifts per day the factory normally works 





AimicumB 


C. Total employment in the shift with mayimnin 

employment_ 

D. Total employment possible in that 

shift if there is no constraint in raw 
material, working capital or market._ 


E. Average daily employment by season : 


Season 

I'otal daily 
employed 

isto. of hours 
worked 





Wage 

Labour 

a) busy 
Season 
—to- 






b) Slack 
Season 
— to— 







F. No. of workers residing 


Within the 
bustee 




Hi 



Tota 


G. Educational Level of Workers 
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H. Locatioibal motivatioii■ 

A) 

B) 

C) 

BLOCK ni; Capital 


A, Stock of Tools and Machinery : 



B. Already Planned to Purchase additional Tools & 
Machinery 



C. Total connected H. P. of the installed Machines 

D. Land and Building: Present value _ 

Monthly rent_ 

E. Total Working 0^ital__:_ 
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F. Source of Capital :• Inherited, % 

Own savings. .% Loan_ ,% 

G. Source of Loan 


Siource 

Amount 
borrowed 
during the 
year end¬ 
ing Oct.*73 

Amount 
outstand¬ 
ing on 31st 
Oct. 1973 

1 

Rate of 
Interest 
per year 

! 

Security 

i) Bank 


1 


- 

ii) Government 


1 



iii) Friends/ 
relatives 


1 

1 

! 

! 

— 

iv) Mahajans* 




■ 

v) Others 


1 


• 

Total 






* Private money lender. 


BLOCK IV: Capacity and production. 
A. Production and export 


Item of 
manufac¬ 
ture 

Annual 
installed 
capacity 
(per shift) 
Quantity 

Actual Production 
during year ending 
October, 1973. 

Exported during 
year ending 

October, 1973. 

— - -- ^ 

Quantity 

Value 

nnjni 

Value 

i) 






ii) 






iii) 






iv) 






V) 






Vi) 


’ 

• 



vii) 






Total 
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B. biput use 


Item of 
input 

Annual require* 
ment based on 
one shift 
Capacity 
(Quantity) 


<!^uantity 

imported 

during 

yearending 

October, 

1973. 

Quantity 

Price 

i) 





ii) 





iii) 





iv) 





V) 





Vi) 





vii) Others 





Total: 






BLOCK V: Marketing 


Amount (Rs.) sold & purchased during year 
_ending Oct. *1973 to/from_ 


Item 

Whole 

seller 

Retai¬ 

ler 

Consu¬ 

mer 

Dadan- 

dar 

Parent 

firm 

Total 

Sale/ 

purch¬ 

ase 

Aga¬ 

inst 

cash 

Aga¬ 

inst 

credit 

1 

1. Sale of 
output 









2. Purchase 
of input 










IteiOCK VI: Difficulties & their solutions. 
A. Experience of getting credit from : 

(a) Bank. 


(b) Government 


(c) Others 
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B. JBzpeiieiioe of gettiAg raw material from: 

(a) Open marlcet.......... 


(b) Oovemment 


(c) Others 


C. Experience of selling finished goods in : 

(a) Open market_ 

(b) Government_ 

(c) Others 

D, Experience of Labour management; 

(a) Lack of training: 

(b) Lack of discipline: 

(c) Non availaUllty of 
skilled labour: 

(d) _ 

£, Specific advantage or disadvantage of the 
existing location 

F. Other difficulties & suggestions : 


Signature of scrutinizer 
with date. 


Signature of Investigating 
Officer with date. 
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Economic Acrrvrrv op Pavement Dwellers - 

A survey of FtSXePDWJXt dwcUecs#,the.informal amongst 
the informal sector activities, was conducted by the same band 
of social workers who* conducted the field survey on slum 
industries, under the very able guidance of Dr Sudhendv 
Mukherjee, formerly Urban 'Sociologist ofC^O and now witli 
the CMDA. 

• •* *• •• n« •• 

According to the 1971 census, there was a houseless popula¬ 
tion of 50,342 in Calcutta. > The sample for. this survey consisted 
of 10,000 families with 34,316 persons, 55 per cent of whom 
were males. This nearly balanced sSk'ratio reflects the fact that 
81 per cent of them lived with families. What is striking is the 
fact that 31.6 per cent of these people, or 10,841 persons, were 
earners, and they made it possible to provide a monthly per 
capita income of Rs. 23.35 which, incidenta^y,^ yas certainly 
above that provided to the bottom 20 per cent of the population. 

Table 64 

Occupation pattern of the 10,841 earners amongst the 
34,316 pavement dwellers, Calcutta eity, 1971 

Nature of occupation - :No.'of earners percentage 

: ■ . j distribution 



(1) 

Push carrworkers 

(2) 

706 

) (3) 

' 6.5 

2. 

Rickshaw ptdlers 

794 

7.3 

3. 

Rag pickers 

. .521 
• 

'4.8 

4. 

Vegetable sellers 

392 

3.6 

5. 

Maid servants 

458 

. -4.2 

6. 

Other regular day labour 

933 

8.6 

7. 

Casual day labour 

2 499 

23.4 

8. 

On charity/begging 

2 399 

22.0 

9. 

Others 

1 794 

16.5 


-Total 

10 841 

.. . 100.0 


Source: (Clensus of India, 1971 
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Of the 10,841 earners, nearly 34 i)cr cent were in regular 
employment and another 28 per cent were in casual employ- 
ment. They performed very useful services particularly to the 
other informal sector activities. The remaining 38 per cent 
depended on various other sources of income including begging 
and charity. The distribution of these earners by the nature of 
their occupation is shown in table 64. 

Table 65 gives the distribution of these earners by the level 
of their income. It may be seen from the table that 84 per cent 
of the earners had an income of more than Rs. 20 per month 
and more than 50 per cent had an income of more than Rs. 60 
per month. 


Table 65 


Distribution of the earner pavement dwellers by the level 
of their monthly income, Calcutta city, 1974 


Monthly income level 
per earner 


No. of earners Percentage 

distribution 


( 1 ) 

Uncertain 
Less than Rs. 10 
Rs. 10—20 
20—40 
40—60 
60—80 
80—100 
100—120 
120—140 
140—160 
160—180 
180—200 
200 + 

Total 


(2) 

(3) 

385 

3.4 

360 

3.3 

1 034 

9.5 

1 793 

16.5 

1 950 

18.7 

1 213 

11.1 

1 592 

14.6 

1 068 

9.8 

592 

5.4 

254 

2.3 

167 

1.5 

155 

1.4 

278 

2.5 

10 841 

100.0 


The data relating to the strata of the population from which 
the pavement dwellers come throw considerable light on the 
nature of our economy itself. Thus nearly 49 per cent of the 
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migrant pavement dwellers were agricultural labourers who 
came to the city because of lack of work in the agricultural 
sector and who continued to stay because the level of earnings 
in the city even as a pavement dweller was perhaps not worse 
than what it was in the area from where they hailed. The 
average earning per agricultural worker is about Rs. 600 per 
year or Rs. 50 per month. This average, like most averages, 
hides wide variations around that average. In the wide saline 
tract lying to the south of the Calcutta area in general and in 
the Sunderban areas in particular, often this level is less than 
Rs. 30 per month on an average. The situation is similar in 
drought prone areas in Purulia and parts of Bankura and 
Midnapore. The situation is often worse in the neighbouring, 
state of Bihar. The other migrant pavement dwellers, just like 
migrant agricultural labourers, came to the city predominantly 
because of the poverty in the rural area. This may be seen from 
table 66. 


Table 66 

Percentage distribution of the pavement dwellers by the 
cause of their migration 

Cause of Economic Political Social others Total 

migration 

Percentage of 
pavement 

dwellers 86.7 5.3 3.3 4.7 100.0 

One more finding from the Survey Report written by Dr 
Sudhendu Mukherjee should be quoted. This concerns the 
food “habit” of the respondents. On being asked during the 
survey how many times they took food the previous day, 156 
families (1.6 per cent) replied that they had not taken any food 
at all and 3,646 families (36.5 per cent) replied that they could 
get (bod only once in the whole day. The remaining 62 per 
cent of the families appeared to have eaten at least twice the 
previous day. They were, however, not asked about the quantity 
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and) particularly) the quality of food they took. But what is 
striking is the fact that while only 30 per cent of the population 
are above the poverty line, i.e. capable of getting at least two 
square meals a day, the proportion amongst pavement dwellers 
of such persons appears to be higher. This brings to the fore 
that the level of living of the pavement dwellers is perhaps some¬ 
what better than the level of living of the overwhelming majority 
of the population, particularly in the rural areas. And so long 
as the condition of the rural poor is not markedly better than 
the prospects of pavement dwelling in the Calcutta city, 
pavement dwellers will remain and their number will increase. 

There will be another appendix or Comprenensive Area 
Development Projects West Bengal. 





